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A Sound Investment 


Standard Gas and 


Electric Company 
8% Preferred Stock 
Cumulative—Par Value $50 


Followed by dividend paying shares with 
present total market value of over $66,000,000. 
Listed on New York Stock Exchange. 


New Illustrated Booklet and 
Circular BI-372 sent on request 


H.M. Byllesby 6 Co. 


New York Chicago 
111 Broadway 231 So. La Salle St. 
Philadelphia Boston Providence 























Cities Service Stockholders 
- Get a Detailed Report 
Every Month! 


When you own Cities Service Common stock you get 
unusually frequent information about the condition of 
the $600,000,000 organization behind your investment. 
On the first of every month you get a detailed earnings 
statement and business report. 


At its present price Cities Service Common stock pays 


you a net yield of about 84%4% in cash and stock divi- 
dends. 


Send for full information 
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Beating the Forecast 





Fitkin Utilities are running far ahead 
of the power demand of the northeastern 
states forecast by the Federal Power 
Commission. Statistics compiled for the 
year ending July 31, 1926, reveal Fitkin 
properties in Pennsylvania in 5 years 
have more than doubled the Federal Com- 
mission’s forecast for 9 years. In 5 years 
the Fitkin Virginia properties in Vir- 
ginia have closely approached the Com- 
mission’s: 9-year forecast. Fitkin proper- 
ties in New Jersey and Maryland also 
are materially ahead of the forecast. All 
of these properties are subsidiaries of 


National Public Service 


Corporation 


A leaflet just prepared shows the 
growth of these properties as compared 
with the Federal forecast. It will gladly 
be sent on request. 


A. E. Fitkin & Co. 
165 Broadway, N. Y. 


39 So. La Balie St. 210 West %th St. 
Chicago, Ill, Los Angeles, Calif. 


807 Widener Bldg. 
Philadel 























HE protection of the food supply 

of a large city is so vital that the 
cold storage business becomes an es- 
sential industry. 


The Manhattan Refrigerating Com- 
pany has been successfully engaged 
in the cold storage business for 32 
years. Its plant is located in the 
heart of the Gansevoort and West 
Washington Market districts of 
New York City. 


First Mortgage 514% Bonds due July 
1, 1941, of this Company are a legal 
investment for Trust Funds in New 
York. They are priced to yield the 
investor 


5.75% 


Send for circular and booklet F-660 


E. H. Rollins & Sons 


Feunded 1876 


BOSTON NEW YORK PHILADELPHIA 
200 Devonshire St. 44 Wall Street 1515 Locust St. 


CHICAGO SAN FRANCISCO 
231 So. La Salle St. 300 Montgomery St. 
LOS ANGELES 


DENVER 
1600 California Bank Bldg. 815 Intern’l Tr. Bldg. 
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Rima 
Steel Corporation 


First Mortgage 7% Sinking 
Fund Gold Bonds due 1955. 


The following bonds have been 
drawn at 100 and accrued interest 
for payment February 1, 1927: 


M-569; M-885: M-1317; 
M-1905; M-2345; D-196; 
C-17; C-130; C-159; 
C-201; C-247. 
Numbers previously drawn for 
payment February 1, 1927: 
M-189; M-298; M-568; 
M-588; M-1701; D-i59. 
Additional bonds will be drawn 


December 22, 1926, for payment 
February 1, 1927. 





F. J. LISMAN & CO. 


Fiscal Agents 


20 Exchange Place New York 
































Investment Bonds 


Our “November Invest- 
ment List” contains a 
well diversified group of 
sound investment bonds 
priced to yield from 
4.77% to 7.00%. Send 
for your copy. 


Ask for Folder FO-30 
HORNBLOWER & WEEKS 


EsTABLISHED 1888 
42 Broadway, New York 
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PORTLAND DETROIT 


Members of New York, Boston 
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Kingdom of Belgium Stabilization Loan, 1926 


$50,000,000 
EXTERNAL SINKING FUND 7% GOLD BONDS 


UNITED STATES OF AMERICA ISSUE 
Interest payable May 1 and November 1. 
NOT REDEEMABLE BEFORE NOVEMBER 1, 


To be dated November 1, 1926 To mature November 1, 1956 
1936, EXCEPT FOR THE SINKING FUND 


: A cumulative Sinking Fund 1% per annum, commencing August 1, 1928, is to be applied to the purchase of Bonds, if 
obtainable at or below 105% and accrued interest, or, if not so obtainable, to the redemption on November 1, 1928, and annually 
thereafter, upon 45 days’ notice, of Bonds called by lot, at 105% and accrued interest. 











Redeemable also in whole or in part, at the option of the Government on November 1, 1936, or on any interest date thereafter, at 105% 
and accrued interest, upon six months’ notice. 





Coupon Bonds in denominations of $1,000 and $500, not interchangeable. 





Principal and interest payable in United States gold coin of the present standard of weight and fineness in New York City, either at the 
office of J. P. Morgan & Co. or at the Guaranty Trust Company of New York, Fiscal Agents, without deduction 
for any Belgian taxes present or future 





Baron M. Houtart, Minister of Finance, and M. Emile Francqui, Minister of State and Member of the Cabinet of the Kingdom of Belgium, 
have written us as follows under date of October 25, 1926: 


: With reference to the Kingdom of Belgium Stabilization Loan, 1926, for $100,000,000 U. S. A. or its equivalent in other 
foreign currencies, we have the honor to furnish the following information: 


Arrangements have been made for the issue of the entire Stablization Loan as follows: 
$60,000,000 principal amount in the United States of America. 
£7,250,000 principal amount in England : Fes. 32,000,000 principal amount in Switzerland. 
£1,250,000 principal amount in Holland. Kr. 9,000,000 principal amount in Sweden, 
PURPOSE OF 


The proceeds of the Loan will be paid directly to the National Bank of Belgium, thus reducing by an equivalent 
THE LOAN amount of francs the debt of the Government to the Bank. These funds received by the National Bank will be 
devoted by it to immediate stabilization of the currency, in terms of the Royal Decree, dated October 25th, 
1926, and Royal Decree dated October 20th, 1926, whereby the National Bank is required, on and after the 25th day of October, 
1926, to maintain a minimum reserve ,in gold and/or foreign currencies of 40 per cent (at least 30 per cent being in gold) of its 


note circulation and other demand liabilities; and Royal Decree dated October 25th, 1926, whereby on and after the aforesaid 
day the National Bank is required to redeem its notes in terms of gold. 


The National Bank is charged with the duty of carrying out the monetary policy, and steps have been taken to provide 
the Bank with all powers requisite for this purpose and to assure it of the necessary freedom of action. 

We may also mention that, in connection with the stabilization program, credits to the National Bank have been arranged 
by the Central and Reserve Banks of the following countries: Austria, England, France, Germany, Holland, Hungary, Japan, 
Sweden, United States of America. , 


The present Government is a coalition of all the important political parties in Belgium, formed for the purpose of estab- 
lishing sound financial conditions, and all the decisions regarding stabilization and monetary policy have been taken unanimously. 
oops eal The way has been made clear for stabilization by the adoption of the following important measures: 

SU 


A—Reduction of Floating Debt. Under the provisions of the Royal Decree of July 31st, 1926, short term debt to the 
amount of Francs 4,201,436,000 has been converted into Preference Shares of the Belgian National Railway Company, guaranteed 
by the Government, with the result that such internal floating debt of the Government has been reduced to Francs 2,153,000,000, 
inclusive of postal deposit accounts. 


The external floating debt of Belgium amounts to the equivalent of $24,148,000. The Government and the National Bank 
have made full provision in foreign currencies to meet this debt from funds already in hand, exclusive of the proceeds of the 
Stabilization Loan. . 

B—Fonds d’ Amortissement de la Dette Publique. This is an autonomous public institution created by Law of June 


ith, 1926 to undertake all amortization of Government debt. It receives in addition to the sums specifically provided by law 
annually for amortization: 


1. A special contribution for a period of four years of Francs 1,500,000,000 minimum per annum, 
derived from new taxation voted for the purpose. 2. The Preference Shares of the Belgian National Railway Company. having 
a total nominal value of Francs 10,000,000,000, of which part has been applied to debt conversion as above. The proceeds of the 
sale of the balance, less 10%, will be devoted to retirement of Government debt. 3. The proceeds of the sale of State property. 

C—Belgian National Railway Company. The Societe Nationale des Chemins de Fer Belges, an autonomous organization, 
was created by law of July 23rd, 1926, to operate and finance the Belgian State Railways. Since the organization of the Company, 
passenger and freight rates have been raised approximately 37144% to 50%. 

RECEIPTS AND Upon the basis of the actual receipts and expenditures of the State in the first eight months of the current 
EXPENDITURES year, we are confident that the Government will be able to meet 1926 current expenditures by means of 
FOR 1926 current income. In this connection, it should be noted that the expenditures include various sinking fund 

provisions sufficient to permit (after allowing for the issue of Belgian Government 30-year Reparation Bonds 


to the extent of Francs 512,000,000) of a net reduction of the existing public debt by approximately Francs 600,000,000. 
THE 1927 


The Government undertakes to present to the House of Representatives budgets for the year 1927, the aggre- 
BUDGET gate expenditures and receipts of which are in balance and the expenditures of which will include sinking fund 
provisions sufficient to effect a similar net reduction of approximately Francs 1,350,000,000 in the public debt. 


The external debt of Belgium, inclusive of the Stabilization Loan and of inter-governmental debt, amounts 
to the equivalert of approximately $833,872,000 or $108 per head of the population. The internal debt of the 
Government, including all guaranteed debt, amounts to Francs 32,645,421,741 or approximately Francs 4,240 
per head of the population. 


GOVERNMENT 
DEBT 


If, in future, the Government shall issue any loan, whether internal or external, having a lien on any specific revenues or 
assets, the bonds of the Stabilization Loan, 1926, shall share ratably in any such lien. 





THE ABOVE BONDS ARE OFFERED FOR SUBSCRIPTION, SUBJECT TO THE CONDITIONS STATED BELOW, AT 94% 
AND ACCRUED INTEREST, TO YIELD 7.50% TO MATURITY 


Subscription books will be opened at the offices of J. P. Moraan & Co. and Guaranty Company of New York, at 10 o'clock A. M., 
Tuesday, October 26, 1926, and will be closed in their discretion. The right is reserved to reject any and all applications, and also, im any 








case, to award a smaller amount than applied for. All subscriptions will be received subject to the issue and delivery to us of the Bonds 
as planned. 

The amounts due on allotments will be payable at the office of J. P. Morgan & Co. in New York funds to their order, and the 
date of payment (on or about November 4. 1926) will be stated in the notices of allotment, Interim Certificates will be delivered pending 
the preparation and delivery of the definitive Bonds. 

J. P. Morgan & Co. Guaranty Company of New York 
First National Bank 


The National City Company 

National Bank of Commerce in New York 
The New York Trust Company 

Lee, Higginson & Co. Kidder, Peabody & Co. 


Halsey, Stuart & Co., Inc. 
Brown Brothers & Co. E. H. Rollins & Sons Spencer Trask & Co. 


First Trust and Savings Bank, Chicago Illinois Merchants Trust Company, Chicago 
Continental and Commercial Company, Chicago 


Central Trust Company of Illinois, Chicago The Union Trust Company, Pittsburgh 
New York, October 26, 1926. : 


Bankers Trust Company, New York 
The Equitable Trust Company, New York 
Harris, Forbes & Co. 
Dillon, Read & Co. 


As subscriptions have been received in excess of the amount of bonds offered, 


this advertisement appears only as a matter 
of record. 
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“THE FINANCIAL WO WORLD | 


The Financial World was established to diffuse the truth about investments, 








eon- 
stantly maintained this attitude, and will continue to do so, confident in its belict that 


as tong as it clings to this Mdeat_ it can count upon the Support of the investing | publie 





























OCTOBER 30, 1926 


The Trend of Things 


Record breaking car loadings, high bank clearings, a continued excellent 
adjustment between production and consumption, generally good recent 
earning reports with labor well employed result in a promise of an exten- 
sion of the present era of prosperity; 


@ Easing in interest rates accompanied by a decline in collateral loans furth- 
er fortifies a very strong credit position. The long range outlook con- 
tinues for lower interest rates and higher prices for high-grade securities ; 


Belgium now enters the ranks of European countries with a stabilized cur- 
rency and doubtless France and Italy will soon follow. ‘This accomp- 
lished, Europe will have taken a very important step toward normalcy; 


After the sharp decline in stock prices of early October a sharp rally set 
in toward the close of the month. However, great irregularity featured 


individual price changes with the rails as a group giving the best account 
of themselves. 











URING the past week a number of 
D highly constructive developments 

took place. The success of the 
Belgian stabilization loan pointing the way 
for France and Italy, the remarkable earn- 
ing statements of the railroads and U. S. 
Steel and General Motors, numerous divi- 
dend increases and record breaking car 


loadings combined to demonstrate that an 
excellent measure of prosperity is with us 
and likely to stay with us for some time 
to come. 

Whatever the outcome of the election its 
result can only have a temporary senti- 
mental effect. The future of business will 
be determined over the longer range by 


the inexorable application of economic 
laws. The future of any individual enter- 
prise is the important thing for the in- 
vestor to decide. He should buy or sell a 
stock not because he thinks the “market” 
is going up or down but because the stock 
he buys or sells is either undervalued or 
overvalued. 








Average Prices on the New York Stock Exchange 


1920 192\ 922 


1923 _ 1924 _ 1925 


= 23 RAILROADS 
— 18 INDUSTRIALS 


(USING THOMAS GIBSON AVERAGES) 
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@ The Business Prospect 


* * * 


W ITH record breaking car loadings 
and a high volurhe of bank clearings 
the current large distribution and consump- 
tion of goods is being maintained. There 
is every prospect that it will be continued. 
Doubtless irregularities will take place both 
along geographical and individual industrial 
lines, but the country as a whole faces no 
prospect of any important adverse develop- 
ment. There is some indication of declin- 
ing orders in the basic steel industry from 
the motor and new construction fields; 
whether this will be made up by increased 
railroad and other buying still remains to 
be determined. In general 1 can be said 
that production continues well adjusted to 
consumption and that the latter should con- 
tinue at a high rate as long as labor is well 
employed at good wages and satisfactory 
results are achieved from the crops. While 
the motor industry, for instance, may be 
less prosperous the textile, coal and sugar 
industries should do better. There never 
has been and in all probability never will 
be evenly distributed prosperity in this 
country ; on the other hand there never has 
been as high a consumptive capacity nor as 
low an inventory position (compared to 
volume of business) as now obtains. Thus 
the hand-to-mouth buying era has elimi- 
nated the factor of overproduction of man- 
ufactured goods to a large extent, which 
in former times had to be followed by un- 
der production until consumption caught 
up. It has done more than that for it has 
released credit tied up in inventories, it has 
evened out the seasonal employment swings 
resulting in more efficient operation and it 
has resulted in production being adjusted 
to consumption which is as it should be. 


 *- -& 
@ The Credit Situation 
* * * 


OME time ago we were threatened 

every week with rises in the rediscount 
rate at the Federal Reserve banks. Since 
the sharp declines which have recently 
taken place in collateral loans we now hear 
about a probable decline in rediscount rates. 
As a matter of fact the fundamental credit 
situation is so sound it leaves nothing to 
worry about. Facing, as we are, the longer 
range probability of declining commodity 
prices and a rising investment demand the 
future points rather definitely to lower in- 
terest rates and per contra to higher prices 
for strictly investment securities. The 
state of credit continues eminently satis- 
factory. 


* * * 
@ Foreign Affairs 
i 
HE - stabilization loan successfully 


floated for Belgium is another im- 
portant milestone in the return to normal 
conditions in Europe. It points the way 
for France and Italy which still have to 
stabilize their currencies. While conditions 
in Belgium may be unsatisfactory while de- 
flation takes its inevitable toll the eventual 
outcome will doubtless be the same as in 
Germany and other European countries 
which have emerged from the same process 
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Coolidge on Prosperity 


HE following excerpts from 

President Calvin Coolidge’s ad- 
dress to advertising men in conven- 
tion in Washington this week are in 
accord with the often expressed 
views given in the columns: 

“In the main the country has been 
and is prosperous. Perhaps the most 
creditable aspect of our present pros- 
perity is that wages are high while 
profits have been moderate. 

“That means that the results of 
prosperity are going more and more 
into the homes of the land and less 
into the enrichment of the few, more 
and more to the men and women and 
less and less to the capital which is 
engaged in our economic life. If this 
were not so, this country could not 
support 20,000,000 automobiles, pur- 
chase so many radios and install-so 
many telephones. From a recent fear 
of being exploited by large aggrega- 
tions of wealth, the people of Amer- 
ica are learning to make such great 
concerns their most faithful servants. 

“It is our high rate of wages which 
brings about the greatest distribu- 
tion of wealth that the world has 
ever seen and provides the enormous 
capacity for the consumption of all 
kinds of commodities which charac- 
terizes our country. With our im- 
proved machinery, with the great in- 
crease in power that has come from 
steam and electricity, with the appli- 
cation of engineering methods to pro- 
duction, the output of each individ- 
ual engaged in .our industrial and 
agricultural life is steadily increas- 
ing. The elimination of waste through 


standardization has been another 
most important factor in this 
direction. 


“But Americans are never satisfied 
with the past or present. They are 
always impatient of the future. Our 
history has been that of an increas- 
ing prosperity. There always have 
been fluctuations in trade, but with 
our present system of banking and 
our enormous capacity for consump- 
tion such fluctuations will apparently 
be much less violent and are un- 
likely to sink to the level of depres- 
sion. We cannot tell what a par- 
ticular month or locality may de- 
velop, but over the broad face of our 
country seed-time will be followed 
by the harvest, the productive ca- 
pacity will increase and our people 
will become more prosperous.” 




















and which find their securities reflecting 
this improved fundamental situation. As 
a matter of fact the more important Euro- 
pean government financing (with the ex- 
ception of future French and Italian stabil- 
ization loans) has about been done. What 
will follow in increasing size is railroad, 
public utility and industrial financing of 
which we already have an excellent ex- 


ample in Germany, following the stabili- 
zation of the mark. 


x ok x 
@ The Industrials 
* * x 


OST industrial corporations have re- 

ported for the third quarter of 1926 
and in general the results are quite satis- 
factory and practically assure a more prof- 
itable net earning year than 1925. The re- 
markable showing made by U. S. Steel and 
General Motors in the third quarter must 
not, however, be taken as representative. 
These two leaders in their respective fields 
are far outdistancing competitors from the 
standpoint of net earning gains. The re- 
port of the U. S. Steel Corporation is 
really quite impressive because of the high 
trend of earnings reported month by month 
during the last quarter. In the case of 
General Motors sales to dealers have been 
exceeding dealers’ sales to users which is 
to some extent accounted for by the larger 
number of models the company now has. 
It would appear that U. S. Steel will earn 
around $18 per share this year; Judge 
Gary at the last annual meeting intimated 
that the next move would be a stock divi- 
dend. This may come early in 1927 and 
if $18 is earned per share in 1926 a 25 per 
cent stock dividend would be justified with 
maintenance of the $7 rate on the new 
stock. Earnings of $18 on the present 
stock would mean earnings of more than 
$14 on 25 per cent more stock or double 
the $7 rate. Generally, however, the in- 
dustrial net earning future is more import- 
ant than past earning reports and with 
competition increasing and commodity 
prices declining the outlook for profit mar- 
gin must be given careful consideration. 

x * * 


@ The Railroads 
x ok x 


EPTEMBER earning reports are com- 

ing up to expectation and record car 
loadings in the week ended October 16 as- 
sure a high gross for October, and conse- 
quently probably a record breaking net. 
The dividend increase by the largest sys- 
tem in the country, Pennsylvania, during 
the current week, is a highly constructive 
and important development. It shows how 
the wind is blowing in the prosperous 
transportation industry. With the rail 
stocks the most undervalued group on the 
basis of current earnings to market price 
and facing the most favorably defined net 
earning outlook they continue to be given 
first place in THE FINANCIAL Wor Lp rec- 


ommendations. 
* Ok Ok 


@ The Securities Outlook 


HE sharp rally in stocks when analyzed 

shows a great diversity in market 
movements of individual securities just as 
did the preceding decline. High-grade se- 
curities continue to give an excellent ac- 
count of themselves because of the outlook 
for lower interest rates over the longer 
term future and our growing investment 
wealth, continue to give first place to the 
rails, followed by the good-yielding public 
utility preferred stocks and the low-cost 
coppers. A full discussion of the “mar- 


ket” will be found on page 575. 
The Financial World 























“More Light—and Power, Too” 


@ Professor Ripley has presented his case against the public utility holding 
companies. He tells why he believes there is urgency in demanding that 
more light be thrown on their earnings and financial structures—and why 
enlarged Federal power should be provided; 


@ The Professor has made out a good prima-facie case, but before final judg- 
ment is passed on his criticisms the other side of the case should be heard, 
especially since he himself indicates he is not sure of his own ground; 


@ While Mr. Guenther agrees with Professor Ripley in his main contention 
for the fullest publicity and conservative financing there are some differ- 
ences in the conclusions. Let the reader judge for himself as to the rela- 
tive merits of this difference of viewpoint—THE EDITORS. 


O assume Professor William Z. 

l Ripley is entirely correct in all his 

criticisms of the modern public 
utility holding companies in his article in 
the current Atlantic Monthly titled “More 
Light—and Power, Too,” is to take snap 
judgment in the absence of any defense 
from those who come under his adverse 
scrutiny. To assume such a position is 
akin to a judge, who is supposed to hear 
a case without bias and strictly on its 
merits, deciding the issue, on the case pre- 
sented by the prosecution, without giving 
the defendants an opportunity to answer 
the charges brought against them. If this 
were done the public. and press would 
consider such action a tyrannical abuse of 
judicial power. 

However, we can consider the professor’s 
case in the same spirit of fairness and 
candor with which he presented it. In 
doing so we find that he himself is not 
quite certain in his recommendations for 
a standard method, compelling the utility 
holding companies to throw more light on 
their earnings, their source, and control 
their financial structures. Nor is the 
form of state or the Federal regulation 
which he proposes made very clear. 


Holding Company a Necessity 


The development of the public utility 
facilities of the country has proceeded on 
such a gigantic scale that its natural evolu- 
tion has made of the holding company an 
economic necessity. That evolution the 
professor does not deny. He concedes it 
—and indirectly finds no fault with it. 
He simply voices the apprehension that 
with its good features there also have 
arisen abuses, which if not _ properly 
checked and controlled in the future, could 
bring considerable financial loss upon the 
investing public. 

On that common ground the writer is in 
full accord with the far-seeing Harvard 
economist just as we have been in agree- 
ment on his sound position of non-voting 
stock. It cannot be denied that the seed 
for abuse is ever present where great 
financial strength and resources are con- 
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solidated in few hands unless the proper 
checks are provided. That is a common 
weakness in human nature. The great 
problem is to find such safeguards without 
dislocating the smooth co-operative ma- 
chinery developed by the holding company 
through which extensions and improve- 
ments in public utility facilities are de- 
veloped and financed on the most eco- 
nomical basis. 


In his article Mr. Ripley acknowledged 
that the complicated state laws in no small 
measure are responsible for the holding 
company—even though in his opinion they 
are over-powered and _  over-engineered. 
He also espies in them some outstanding 
virtues, such as their ability through their 
centralized power of purchasing supplies 
at much cheaper costs, and for the self 
same reason reducing operating expenses. 





In a massive country where things are 
done along massive lines, over-powered and 
over-engineered corporations are essential 
in many instances if progress on a massive 
scale is to be made. We are no longer 
a small-town country. Every industry is 
today more or less driven ahead under the 
massive power of the over-powered and 
over-engineered holding company. Its 
being is not localized nor centralized in 
the utilities alone. 

If we accept these corporate entities as 
one of the main cogs in our complicated 
industrial and commercial structure, then 
we can sanely approach the serious ques- 
tion of protecting the public against abuses. 
It should not be a difficult problem, pro- 
vided politics can be kept out. It has been 
done successfully with our railroads, which, 
too, must be classified as utilities. 


Protects Investors 


That there should exist holding com- 
panies within holding companies is not un- 
usual and too much stress should not be 
laid upon this phase of their structure. 
Legal state barriers are responsible in part 
for it. Another good reason for its ex- 
istence is the advantage of concentrating 
earnings within certain interrelating groups, 
and retaining for them the managements 
responsible for their financial success. 
Then, they also provide greater advantage 
and protection for investors through the 
diversification of their controlling invest- 
ment and operating territories. That is 
always the keystone of financial strength. 
If their financial structures could be 
simplified without impairing their mobil- 
ity of action it would be advisable. In 
that connection it is interesting to note 
that Mr. Ripley refers to a tendency in 
this direction on the part of some of these 
companies, indicating they recognize its 
advantages. 

In referring to the rapid expansion of 
the utility holding companies the author 
says that they have not been called upon to 
withstand long lingering chills, outside of 
a few sharp stabs, since 1893, meaning they 

(Please turn to page 591) 
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q Chicago & North Western— 
Speculating on Future Earnings 















































Can Fox Film realize 
earnings that will justify 
present prices for the 
stock? 


Chicago & Northwestern 

is at present earning at 
a rate that entitles the 
stock to command its 
present price; 


If future market prices 
are to be aajusted ac- 
cording to the earnings 
of the companies what 
will this trend be? 
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@ Is there basis for making a profitable transfer of the securities of these two 
companies with the stocks selling at around the same levels? 


ISCRIMINATION in the pur- 
D chase of securities in the present 

market becomes more urgent from 
day to day. The first step in this process 
is to eliminate all securities that do not 
give clear indication of improving earn- 
ings being credited to them. A specific 
situation and one that has a direct bearing 
on the present discussion was presented 
about a month ago in the September 25 
issue of THE FINANCIAL Wor_pD. It com- 
-pared the position of Warner Brothers and 
Colorado & Southern, when both stocks 
were selling around the same price level 
of $67 a share. One was bolstered with 
possibilities that remained to be demon- 
strated. The other had definite indications 
of improved earnings in its outlook. 
Though only a month has elapsed Warner 
Brothers has sold as low as $44 a share, 
a drop of 23 points, and Colorado & South- 
ern reached a new top price of about $96, 
an advance of about 29 points. The span 
between the stocks represented a change of 
52 points. 


The spell of the talking movie has been 
cast beyond the original introducer and 
most all companies that could possibly be 
linked up with it have seen their stock 
prices benefited. It had long been inti- 
mated that Fox Film was another of the 
companies actively engaged in developing 
a competing machine, and this week con- 
firmation was given to the reports when 
Radio Corporation announced that it was 
interested with Fox in the marketing of 
another talking movie called the Pallo- 
photophone. What interpretation the mar- 
ket will give to this development remains 
to be seen. Acting on precedent it is quite 
likely that an exaggerated appraisal of its 
value as expressed in market prices will 
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result. 
the 

The 
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This is not an attempt to diminish 
possibilities of this 
instrument is not a new one. It 
developed by Charles A. Hoxie, 
an engineer of General Electric, during the 
late war. It has been utilized by the talk- 
ing machine manufacturer in making rec- 
ords by light rays. It is the same instru- 
ment that was used back in 1922 in record- 
ing the speeches of such men as Marconi, 
Steinmetz and Edison synchronized with 
motion pictures. From the  investor’s 
standpoint, values should be his guide and 
in presenting contrasting values it is in- 
tended only to offer a means of strengthen- 
ing his speculative position. 
Advantage in Price 

The two stocks to be contrasted are Fox 
Film and Chicago & North Western. 
What advantages are to be had in the way 
of price favor the latter with Fox selling 
for $76 a share and North Western com- 
manding a price of $73 a share. Both 
stocks pay an annual dividend of $4 a 
share. The high prices for the stocks in 
1926 were $85 and $84 respectively. The 
low of North Western is 10 points above 
that of Fox. In 1925 Fox reported earn- 
ings of $5.05 a share and North Western 
$6.35 a share. An estimate for the cur- 
rent year based on available information 
which is covered in more detail further on 
indicates about $9 a share for North 
Western and $5.22 a share for Fox. Com- 
paring these earnings with current market 
prices shows North Western earnings more 
than 12 per cent of its market price and 
Fox showing less than 7 per cent. The 
equities for both classes of stock in the 
two companies from the latest balance 
sheets shows $138 a share for North 
Western and $39.58 a share for Fox. 


new device. 


With this brief summary of contrasting 
factors let us go further into the in- 
dividual situations to determine the value 
behind the shares. Fox Film Corporation 
was incorporated in 1915 with an author- 
ized capitalization of $1,500,000 consisting 
of 5,000 shares of preferred stock and 
100,000 shares of common. The com- 
pany’s business consists of the manufac- 
ture and distribution of motion pictures 
throughout the United States and foreign 
countries. The capital stock was reduced 
in 1919 by the retirement of the entire 
issue of preferred stock and the change 
made in the common from $10 par to no 
par in the same amount. In 1925 the stock 
was reclassified and the authorized amount 
increased to 900,000 shares of class A 
stock and 100,000 shares of class B. The 
Class B stock was issued in a share for 
share exchange for the old common, The 
outstanding amount of A stock is 400,000 
shares, which was issued in 235,000 shares 
as a stock dividend to holders of record 
of June 1, 1925, and the additional 165,000 
shares were sold by subscription to stock- 
holders at $43 a share to provide addi- 
tional working capital. Subsequent to the 
stock ‘dividend, the stockholders presented 
certain officers of the company with a total 
of 35,000 shares of this stock dividend. 
The stock so purchased allowed for $/,- 
095,000 being added to the cash resources 
of the company. 

The balance sheet of the company as 
of March 21, 1925, giving effect to the 
recapitalization and the sale of $1,800,000 
bonds by the Fox Philadelphia Building, 
a subsidiary, showed cash of $8,334,761 
with net current and working assets of 
$15,656,954. Inventories at that time ac- 

(Please turn to page 587) 
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Is There a ‘‘Market’’? 


@ The decline which took place in stock prices in October 
was largely of a “technical” nature and it would be natural 
to expect that such a decline would carry all stocks with it; 


@ Yet the price movements during this period were so mixed 
that in October, 62 stocks reached a new high price for the 
year while 162 listed stocks reached a new low price; 


@ Obviously the conclusion must be that there is no “market” 
and that the investor must concentrate his holdings in care- 
fully selected individual securities. 


By FREDERICK HANSSEN 


ESPITE the fact that THe Finan- 
D CIAL Wor Lp has been pointing out 

to its subscribers that stocks do 
not move together we receive numerous 
inquiries each week as to whether a bear 
market is in prospect and what is the 
“market” going to do. 


I have gone over all the stocks listed 
on the New York Stock Exchange and 
find that 162 established a new low price 
for 1926 in October and that at the very 
same time 62 reached a new high price for 
the year. About 70 per cent of the indus- 
trial stocks are today lower than they were 
at the beginning of the year and at the 
same time the majority of the rail stocks 
are higher than at the first of the year. 


Conflicting Price Movements 


The foregoing very clearly indicates the 
conflicting price movements that are under 
way. Such movements are taking place 
during reactionary periods like the one 
recently witnessed when it might be ex- 
pected that temporarily all stocks would 
move together. 

While I have no great confidence in the 
so-called “average” prices it is interesting 
to note that the position taken by THE 
FINANCIAL WorLp on the rails is being 
borne out. I have on a number of oc- 
casions pointed out that the rails have 
moved contrary to the industrials in times 
past. It was also pointed out that the 
fundamentals indicated the probability ot 
such a course in the future. Briefly these 
fundamentals were, first, the lower price 
level in the rails, second, an indicated era 
of declining commodity prices (favorable 
to the rails and unfavorable to most in- 
dustrials), third, the industrial plant capa- 
city in excess of normal needs which would 
result in keener competition, price cutting 
and lower profit margins while the rails 
would benefit by the increased traffic gen- 
erated by price cuts. It is of course an 
economic law that the cheaper a thing 
becomes the more it is consumed. 


October 30, 1926 


We find that the Gibson averages of 
rail stocks stood at 111.40 at the first of 
the year and is now at 115.08; the indus- 
trial average stood at 131.88 at the first of 
the year and is now at 126.67. In other 
words the industrial average was 20.48 
higher than the rail average the first of the 
year and it is now but 11.59 higher. It 
is also interesting to note that the low of 
the rail average in October was slightly 
higher than at the first of the year while 
the low of the industrial average in Oc- 
tober was 7.52 below the first of the year. 


In October five rails made a new low 
for the year; they were M. K. & T. com- 
mon, Peoria & Eastern, Buffalo & Susque- 
hanna, Western Pacific and Minneapolis & 
St. Louis. During this same period eleven 
rail stocks reached a new high for the 
year. In the industrial division the per- 
centage is reversed and more than twice 
as many stocks registered new lows in 
October, compared to the number that 
reached new high prices for the year. 


“Technical” Reaction Obvious 


Now then if we find these diverse price 
movements taking place in a short period 
and in one which was featured by what 
is termed a “technical” reaction it is quite 
obvious that over the longer range when 
these movements are more insidious and 
less noticeable that similar price changes 
in varying directions are taking place. It 
therefore becomes necessary to buy a stock 
not because one thinks the “market” is 
going up or to sell a stock not because one 
thinks the “market” is going down but to 
make commitments on the status of the 
individual stock involved. 

I have said before and it might be well 
to repeat it now that if a stock is now sell- 
ing at $50 per share and is well adjusted 
to value as now known and if the com- 
pany represented by this stock should 
double its earnings during the next twelve 
months that stock would command higher 
prices regardless of what happened in the 
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so-called “market.” It is highly important 
that the investor get firmly fixed in his 
mind that he does not buy the “market” 
but that he does buy individual stocks and 
that he should make a careful survey as 
to value in each individual instance to 
determine the wisdom of buying, holding 
or selling. 


No Fixed Rule for Values 


Now no fixed rule can be laid down as 
to what constitutes “value.” We have sub- 
mitted the general rule that a dividend 
paying stock yielding 6 per cent with cur- 
rent earnings equal to 10 per cent of the 
current market price and future earnings 
favorably defined was not overvalued. 
When the yield is higher and the earning 
ratio better the stock is of course just that 
much more undervalued always provided 
that net earning prospects are favorable. 
To determine the current yield and the 
ratio of market price to current earnings 
is generally simple when a corporation 
makes at least quarterly earnings reports. 
To determine future earning prospects is 
much more complex and of course is a 
vital element in the question of value. 

It was because of this fundamental rea- 
son that THe FINANCIAL Wortp has been 
giving first place in its recommendations 
to the rails, high yielding public utility 
preferred stocks and the good yielding low 
cost coppers. This does not mean indis- 
criminate buying in these groups. Careful 
selection in individual stocks is still neces- 
sary even though the broad fundamentals 
are favorable. During the current year 
individual stock prices have followed earn- 
ing trends more closely than ever before. 
This is as it should be and doubtless will 
continue. Therefore the stocks to select 
are obviously those which are now selling 
low compared to current earnings and 
which face the probability of increasing 
their earnings. 

It is the policy of THe FINANCIAL 


(Concluded on page 590) 
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@/ Operating Utilities— 


Preferred Stocks with High Yield 


In buying a security which is listed on one of the stock 
exchanges the degree of marketability which the issue 





enjoys must be paid for; 


High activity is not always necessary, and it is a waste 
of money to pay for something which is not used; the 
accompanying compilation embraces ten preferred 
stock issues which are active “over the counter,” and 
may be acquired at prices substantially below the 
cost of listed issues of similar grade; 


@ They are the preferred shares of public utility operating companies en- 

. joying. earnings substantially in excess of dividend requirements and hav- 

ing sound capital-structures; the Stocks qualify as sound investments and 
are selling to afford a yield unusual for securities of similar character. 


HE fact that the feature of market- 
| ability in securities actually costs 
the investor money is but little 
known and less appreciated. While a high 
degree of marketability is often desirable, 
more often it is not necessary and the in- 
vestor pays for something which he does 
not use. Two separate securities may be 
alike in all respects except that one is 
listed on one of the standard stock or bond 
exchanges while the other enjoys only a 
moderate degree of activity in the unlisted 
market. The listed issue will always com- 
mand a price of about a point above that 
at which the unlisted issue is obtainable. 
The difference in price pays for market- 
ability and if a high degree of activity is 
not required it is useless to purchase it. 
The accompanying list of preferred 
stocks’ of public utility operating com- 
panies is comprised of unlisted issues, al- 
though they all enjoy a satisfactory activ- 
‘ity “over the counter.” Holding company 


By RICHARD J. ANDERSON 


issues have been excluded because of the 
better relative stability of earnings ap- 
plicable to the stocks of the operating units. 
This factor is reflected in the somewhat 
lower yield afforded by these stocks as a 
group than would be obtained by holding 
company issues showing dividend require- 
ments earned by a similar margin. In 
other words, a decline of negligible pro- 
portion in net earnings of an operating 
company would be increased several times 
by the time those earnings become avail- 


able for the payment of dividends on the 


holding company stocks. 

The number of times which dividend re- 
quirements are earned is, of course, im- 
portant, but with it should be considered 
another factor. A company may be show- 
ing satisfactory earnings applicable to its 
junior securities, but because of a prepon- 
derence of funded debt, those earnings 
would be greatly diminished by but a slight 
drop in gross. Hence we have included in 


our tabulation the column “Bond Interest 
Margin of Safety—1925.” These percent- 
ages have been arrived at by determining 
the proportion of available surplus or net 
revenue left over after the fixed charges 
have been provided for. It is not the per- 
centage of surplus above charges, but the 
proportion or balance remaining. Thus it 
is seen that all of the companies included 
are earning their fixed charges more than 
twice over, which is, of course, a satisfac- 
tory margin. 

In the case of two of the issues, they 
are protected not only by strong earnings 
and a good statistical position, but are 
guaranteed by holding companies. Central 
Arizona Railway & Light Corporation 7 
per cent preferred is guaranteed as to divi- 
dends by the Federal Light & Traction 
Company. Ohio River Edison 7 per cent 
preferred is unconditionally guaranteed as 
to dividends and liquidation price by the 

(Please turn to page 587) 



































= 
A $10,000 List of Utility Operating Companies Preferred Stock 
Bond Int. Times 
Margin Div. 

of Safety Earn. Call Div. in 
Sha. es Market Cost Yield 1925 1925 Price Dollars 

10 Cent. Arizona Ry & Lt. Corp. Gtd. 7% cum. (a) ....102 $1,020 6.86% 73% 2.27 110 $70 

8 Columbus Ry. Pr. & Lt. 6%% cum. Cl. B ................ 9614 772 6.74 68 2.22 110 52 

10 Elmira Water, Lt. & R. ., lst 7% cum. ........................ 100 1,000 7.00 68 3.45 115 70 

10 El Paso Elec. Co. (Del.) 7% cum. Ser. A ...0............ 106 1,060 6.60 78 2.58 115 70 

i pe Te i Ps i ee 100 1,000 7.00 64 3.05 102% 70 

10 Northern New York Utilities, Inc., 7% cum. ............ 105 1,050 6.60 68 2.87 110 70 

10 Ohio River Edison 7% cum. Gtd. (b) 2022002... 10234 1,025 6.83 62 3.00 110 70 

10 Sioux City Gas & Elec. 7% cum. 2000.0... eee 100% 1,003 6.97 59 3.25 110 - 70 

10 Tennessee Elec. Pr., Ist 7% Cum, -2.2-.nn.ccccccseeeencceeee 10334 1,035 6.76 56 1.86 110 70 

10 Toledo Edison 7% cum. Cl. A qu... 103%4 1,035 6.76 65 3.36 110 70 

| PSS NIE RA ae Re el: SURE Se ee $10,000 6.82% $682 

(a) Dividends guaranteed by Federal Light & Traction Company. 
(b) Unconditionally guaranteed as to dividends and liquidation price by Penn-Ohio Edison Company by indorsement. 
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The Position of Tobacco Stocks 


"Tis tobacco industry 
has come to enjoy 
the enviable reputa- 
tion of participating to a 
generous extent in prosper- 
ity and in opposite strain 
during depressed periods has 
been able to maintain busi- 
ness stability that is unusual 
in comparison with other 
industrial enterprises. In 
like manner this stability has 
found translation in the 
market prices of securities 
representing units in the in- 
dustry. In a study made in 
THE FINANCIAL Wortp a 
few weeks ago of the mar- 
ket action of securities since 
the first of the year there was one group in the recapitu- 
lation that stood out for its comparative strength—the 
tobaccos. On stocks that showed a net change of two 
points or more there were thirteen advances in the tobacco 
group and only three declines. When it is considered that 
there were almost twice as many group declines as 
advances this record of the tobaccos is reassuring. Again, 
when the three stocks that showed declines are segregated 
from the group, namely American Snuff with a decline 
of 15 points, Lorillard with a drop of 6 points and General 
Cigar with a 5-point lower price, the strength of the 
remainder of the group is accentuated. 

In viewing the outlook for the tobacco stocks at the 
opening of the year the opinion was rendered that, despite 
the new records made in 1925, 1926 would establish 
new records in earnings for the tobacco companies. The 
suggested commitments at that time were American 
Tobacco and Tobacco Products. To quote from the 
negative side it was said, “One stock which we have found 
it necessary to withhold recommendation on is Lorillard.” 
Its market action has substantiated this position. 

As consistent as the record of the tobacco stocks has 
been there is nevertheless the necessary discrimination 
needed in making a choice in this group as there is else- 
where in the market. Those stocks with indications of an 
improving earning trend will reflect this condition in 
market prices. But where is one to look for guidance 
in limiting himself to this policy of buying? While most 
of the tobacco companies made very favorable reports for 
the year 1925 there is a noticeable absence of period 
reports in the group. The few that are reported indicate 
definite improvement over last year. 

Getting back to the primary factors in the industry 
we find the causes and from them the effects upon indi- 
vidual companies. Weather conditions have been very 
favorable this year for growing the weed. Abundant 
crops will not help planter’s prices but it materially benefits 
the manufacturer in lowering his costs and supplying him 
with a better grade of leaf. This is another of the adverse 
factors confronting the Southeast section of our country, 
in decreasing its purchasing power. From the manu- 
facturer’s standpoint its national effects are counteracted. 
While speaking of the South it is well to consider the 
position of the snuff manufacturer who derives the greater 
part of his business from this region. With a falling off 
in demand there are not the opportunities in this field 
for further economies in operation to improve earnings 
and the elimination of this group from consideration is 
necessary on this premise. From one extreme let us see 





what the brighter side offers. 

It is rather trite to say 
that cigarette consumption 
is again breaking all former 
records. This is the seventh 
successive year that cigarette 
consumption is exceeding 
all previous records. As big 
a year as 1925 was con- 
sumption this year is run- 
ning about 11 per cent ahead 
of that. It is natural then 
to look for the greatest im- 
provement among the com- 
panies that are actively en- 
gaged in the manufacture of 
cigarettes. Such companies 
that have established popu- 
lar brands and are maintain- 
ing their position through active publicity work are bound 
to benefit by this increasing demand. American Tobacco 
and Liggett Myers with their established brands are well 
placed. Lorillard continues in troubled waters being 
neither able to maintain their status nor enhance sales 
by the introduction of profitable brands. 

During the last calendar year a total of 88,000,000,000 
cigarettes were produced. On the basis of total produc- 
tion every inhabitant in the country last year smoked 700 
cigarettes. Since the year 1911 there has been an increase 
of 681 per cent in the quantity of cigarettes used which 
has been accelerated by the increased use by women and 
a pronounced conversion of cigar smokers. In this same 
period there has been a falling off in the production of 
cigars of .084 per cent. 

The cigar manufacturers in the past year, however, have 
made rapid strides toward regaining popularity for their 
product. This is accounted for to a large extent by lower 
prices for the better grade of leaf enabling them to 
produce a quality cigar in the lower range of prices. The 
situation in the cigar stocks was analyzed in the July 31, 
issue of THE FINANCIAL Wor.p at which time this im- 
proved position was called to the attention of our readers. 
The advent of modern machinery methods in the manu- 
facture of cigars has greatly aided in bringing down costs. 
Such companies as General, Bayuk, Consolidated and 
Congress should be able to make a favorable showing for 
1926 compared with current market prices for the stocks. 
Bayuk reports $6.55 a share earned in the first nine 
months of this year compared with $3.39 last year, in the 
same period. Consolidated shows $8.43 for the first nine 
months compared with $8.61 for the full year of 1925. 
Congress Cigar reported earnings of $4.98 a share for 
the nine months which was three cents more than earned 
in the entire year of 1925, and compared with $4.21 in 
the nine months of 1926. Ejisenlohr showed a sharp 
reversal for the first half of this year when the company 
earned 46 cents a share compared with 7 cents in the 
first six months of last year. General’s report for the 
half year was not as favorable as some of the others in 
reporting $1.81 a share against $2.07 last year, but can 
be relied upon to maintain its place with the leaders. 
Those companies showing the best ratio of earnings to 
market price are in advantageous position. 

The merchandising end of the business as represented 
by United Cigar Stores and Schulte Retail Stores have 
worked into the position of falling outside of the general 
classification of tobacco with their realty and other 

(Please turn to page 584) 
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urety Companies and Their Stocks 





























T is rarely’the case that surety stocks 

are found on an investment list, and 

like a well-known beverage, “there’s a 
reason.” Surety stocks have many char- 
acteristics in common with other classes of 
the so-called “financial securities,” which 
include bank stocks and insurance shares. 
In previous articles in THE FINANCIAL 
Wok Lp, it was shown that this-lack of gen- 
eral market popularity was due chiefly to 
the fact that the average investor shies 
away from this group because of his un- 
familiarity with the financial end of the 
businesses represented. 


In the case of surety stocks, the absence 
of marked interest in these securities is 
perhaps more readily understood by a 
study of the growth and development of the 
commercial surety business in the United 
States. While the practice of becoming 
surety for another would seem to be, from 
references found in the Bible and other 
ancient works, one of the oldest forms of 
business practices known, its commercial 
development, particularly in this country, 
has been of recent origin, and has followed 
in the steps of the early English com- 
panies. The very first attempt to organize 
a company for bonding purposes appears 
to have been made in London in 1720, 
when a society was formed to protect 
masters against loss through the possible 
dishonesty of their servants. However, it 
was not until 1840 that the first real 
fidelity company took shape in England. In 
the United States, the commercializing of 
surety business did not occur until 1853, 
when the State of New York authorized 
the formation of companies for accepting 
surety and fidelity risks. Evidently this 
was a step in advance of the times, as it 
was not until 1876 that a company availed 
itself of the privilege, and even then, the 
company did not actually begin to write 
business until three years later. 
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@ Because of unfamiliarity with the financial end of the 
surety business investors do not give this group of 
securities deserved attention; 


€ During the past half century the growth of surety 
companies has been steady and consistent; 


@ Are there investment opportunities to be had in this 
group and how should the investor determine values 


before purchasing? 


BS 


By EDMUND G. 


1879, then, that we find the initial begin- 
ning of the surety business in this coun- 
try, and thus the business is only forty- 
seven years old—quite an infant yet, from 
the viewpoint of age. 

During the past half-century, however, 
the growth of the surety companies has 
been almost phenomenal. The most im- 
portant step in the development of these 
enterprises into the “big business” class 
was, perhaps, the formation of the Surety 
Association of America on November 12, 
1908. Previous to that time, each com- 
pany had its own methods in regard to 
rates, commissions, brokerage, and under- 
writing procedure, irrespective of the prac- 
tices of competing organizations, and de- 
spite conferences held occasionally to dis- 
cuss various problems which had arisen 
from time to time. Practically speaking, 
the surety companies, up to that time, had 
conducted their rapidly growing and vitally 
important business in a more or less ir- 
responsible and unrestrained manner, which 
had resulted in rather serious competition. 


Rate Cutting Checked 


It was then realized that unless some- 
thing was done to prevent rate-cutting, and 
to restrain competition to reasonable 
bounds, disaster would ultimately face 
the majority of the companies. Imperative 
action appeared necessary, and under such 
conditions, the Association was formed. 
From the beginning, it received the active 
support of the leading companies in the 
field, and since then, it has steadily gained 
influence and stability. Admittedly, the 
competition of the surety companies has 
always been, and still. is, keen, yet this 
competition is necessarily tempered by com- 
mon-sense and fairness through the influ- 
ence of co-operative associations. The 
well-informed student also knows that this 
co-operation is not only vitally important 
to the surety business, but is also of de- 
cided benefit to the parties protected. 


BLACKBURN 


Co-existent with the Surety Association, 
and of equal importance is the Towner 
Rating Bureau. As those familiar with the 
business know, almost all the surety com- 
panies in the country have been charging 
uniform rates for surety bonds for a con- 
siderable period of time. As in the case 
of general insurance, these rates are based 
upon the composite experience and aggre- 
gate underwriting opinion of the companies 
engaged in this field. This important 
work the Towner Rating Bureau does, and 
the value of this activity is indicated by 
the following opinion of an examiner of 
the New York Insurance Department: “the 
Bureau performs a work that is essential 
to the proper conduct of the surety business 
since it is obvious that if each company 
were without restraint in the matter of 
rates, competition would lead to promiscu- 
ous rate-cutting and consequent demorali- 
zation, and probably, in some cases, to in- 
solvency.” 


These wise steps went a long way toward 
establishing the surety companies on a 
sound business basis, and paved the way 
for the extremely rapid expansion of these 
companies, especially during the last 
decade. From an insignificant and un- 
promising beginning only forty-seven years 
ago, they have developed so rapidly that the 
total premium income from this class of 
business now amounts to over $40,000,000 
annually. Naturally, this tremendous 
growth in business has had to be financed, 
and has been financed entirely by the com- 
panies through their own sale of stock. 
Most of these companies started with a 
very small capital, and as the demand for 
their services increased, they were forced 
to increase their capital structure. For ex- 
ample, let us examine the growth of one of 
the oldest organizations in this business— 
the American Surety Company. 


This com- 
(Please turn to page 592) 
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A Group of Bond Exchanges 


@ The alert inivestor is always seeking opportunity for improving his in- 


vestment position; 


@ There are situations presented from time to time where a transfer of bond 
holdings allow for this improvement; 


«@ The accompanying list of suggested transfers have attractive possibilities. 


cessful management of an invest- 

ment bond list, involve not only 
synchronization with investment cycles, 
but also the rearrangement of individual 
holdings according to the ratio of value 
to price. Special influences, such as the 
temporary effect of a sinking fund opera- 
tion, or some factor not generally appre- 
ciated will in many cases afford oppor- 
tunity to switch into another bond 
possessing better opportunities for further 
advance, or giving an enhanced yield, 
without any appreciable altering of se- 
curity. Or conversely, security may often 
be greatly strengthened without materially 
reducing yield. The matter of call pro- 
visions is also one deserving of more 
careful study than is usually given. Bonds 
selling at their optional redemption price, 
must be regarded as a sort of short term 
investment and if the type of security is 
not required, there are often opportunities 
to switch into other equally ‘desirable 


holdings offering further room for ad- 
vance, 


(ee principles underlying the suc- 


The following suggested exchanges are 
based upon reasons individually explained. 
They will be followed by another similar 
group in the November 6th issue. 


AcME Co. 7%4s, 1931 at 
101 into AMERICAN AGRICULTURAL 
CHEMICAL 74s, 1941, at 10314. 

National Acme Co. 714s were out- 
standing in the of $3,500,000 
at the close of last year, as against 
plant, machinery, etc., carried at $4,- 

879,000. The company is a manufac- 

turer of automatic screw machines and 

products and its record has been charac- 
terized by the widest fluctuations in earn- 
ings. Three of the past five years have 
witnessed deficits after interest charges 
and at one time there was considerable 
doubt as to whether it could continue with- 
out a capital readjustment of some kind. 

The bonds have natufally shown wide 

fluctuations and during 1925 sold down to 

a price of 80. The company closed last 

year with a total income of $977,518 as 

against interest charges of $312,236, a fair 


NATIONAL 


amount 


margin to be sure, and as a result the price 


of the bonds kas been much stronger, until 
now they are selling at practicaliy their 
high. The industry is characterized by 
such unstability that we believe the present 
time offers advantageous opportunity to 
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substitute another issue whose market 

stability can be more definitely assured. 

The American Agricultural Chemical sit- 

uation is of course not yet entirely clear 

but interest charges are being covered by 

a good margin of safety, the Company is 

in a strong working capital position and 

the protection back of the bonds is large. 

They would be selling materially higher 

were it not for the fact that they are 

callable at a price of 103%4, hence they 
partake of the stability inherent in short 
term securities, and offer a yield but 
slightly below that of the National Acme 
issue. 

e & @ 

CENTRAL LEATHER Co. 6s, 1945 at 102% 
into NatTIioNAL Darry Propucts 
Corp. 6s, 1940, at 9914. 

The Central Leather situation was 
discussed at length in the issue of 
October 9, and the position of its 
stocks outlined. The bonds are outstand- 
ing to the approximate amount of $11,- 
941,000 and are secured on property carried 
at over twice this amount. From this 
standpoint they are well protected and 
moreover the company is in a_ strong 
working capital position. Earnings, how- 
ever, continue to be very poor and there 
is no well defined prospect of permanent 
improvement. Four of the past six years 
have brought deficits after charges, and 
1926 will probably show slightly red. In 
addition there is the danger of call of 
bonds by sinking fund at par. THE Na- 
TIONAL Darry Propucts Corp. is a com- 
bination of a large number of milk and 
ice cream companies, the largest of which 
is Sheffield Farms. The bonds are out- 
standing to the amount of $15,000,000 and 
secured by pledge of all subsidiary stocks 
owned. Earnings are very stable, cov- 
ering interest charges over ten times. 
Junior equity has present market value of 
nearly $55,000,000. Callable at 10214. 


* * * 


P. LoriLLarp CompaNy Debenture 7s, 1944 
at 117% into CenTRAL STEEL Co. Ist 
8s, 1941, at 121. 

The Lorillard Co. occupies a_ strong 
credit position and from the standpoint of 
earnings and junior equity its obligations 
rank as very strong investments. There 
has, however, been little in the way of 
growth, contrasted with most of its com- 
petitors, and there is little chance of its 


bonds selling up to the level of the Lig- 
gett & Myers 7s, a very similar issue. 
Statistically, the Central Steel 8s, which 
are non-callable, are just as strong a bond. 
Outstanding to less than $5,000,000 they 
are followed by junior equity of $53,500,- 
000 and interest is covered 14 times. They 
are assumed by the successor corporation, 
Central Alloy Steel, and yield nearly one- 
half of one per cent more to maturity 
than the Lorillard issue, and give a cur- 
rent yield of 6.60 per cent against 5.95 
per cent. 
* * * 
WINCHESTER REPEATING ARMS, lst 7%4s, 
1941 at 10414 into G. R. KINNEY 
Co. Convertible 734s, 1936, at 103. 
The Winchester Repeating Arms O©o., 
which is the widely known manufacturer 
of arms and ammunition, has since the 
war gone into the cutlery and sporting 
goods business, but its record has not been 
such as to place its obligations in a strong 
statistical position. The bonds which are 
outstanding in the amount of $6,442,000 
are secured by first mortgage on the entire 
manufacturing plant at New Haven, which 
is carried at a net figure in excess of $28,- 
000,000. There is little to fear from the 
standpoint of property value back of the 
issue, yet here again earnings have been 
very erratic, deficits occurring after fixed 
charges over three of the past five years, 
and the outlook for the future is not yet 
clearly defined. 1926 promises to be some- 
what better than 1925 when fixed charges 
were not earned, and as a result these 
bonds have been strongly supported around 
present levels, The G. R. Kinney Company 
71% per cent notes are outstanding to the 
amount of $1,830,400 only and are secured 
by deposit with the trustee of the stock 
of subsidiary companies valued at a figure 
in excess of $2,000,000. At the close of 
last year fixed property was carried at 
$2,492,000 while net current assets 
amounted to $5,337,000. The Company 
operates a system of chain shoe stores and 
has consistently been a large earner up 
until the current year when a sharp de- 
cline was shown. Interest charges have 
been covered nearly ten times on an aver- 
age and while the ratio will be much small- 
er this year, it still remains substantial 
and it is believed that present conditions 
are only temporary. These notes are con- 
vertible into the 8 per cent preferred stock 


(Please turn to page 584) 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 





Miscellaneous Industrials 





Advance Rumley— 
Rating “C” 

After having advanced rather sharply 
Advance Rumley preferred and common 
stocks declined sharply during the past 
week when a daily market strvice predicted 
omission of preferred dividends. There has 
been no fundamental change and the lower 
price levels make the stock more attrac- 
tive. In view of the rising earning trend 
there seems to be little justification for 
passing the preferred dividend. 


Archer Daniels— 
Rating “C” 
Archer Daniels Midland reports earn- 
ings of $6.35 a share on its common stock 
in the fiscal year ended August, 1926, com- 


pared with $7.80 in the 11 months ended 
August, 1925. 


Barnet Leather— 
Rating “B” 

Barnet Leather reports $4.76 a share 
earned on its common stock in the first 9 
months of 1926, compared with $2.46 in 
the same period of 1925. 


Bayuk Cigar— 
Rating “B” 
Bayuk Cigar reports $6.55 a share earned 


in the first 9 months of 1926, compared 
with $3.39 in the 1925 period. 


California Petroleum— 
Rating “A” 

If present prices in the oil industry hold, 
it is expected California Petroleum will 
show around $3.64 a share earned on its 
present outstanding stock compared with 
$3.50 on a somewhat smaller capitalization 
in 1925. The company has added refining 
and marketing facilities and is now a well- 
rounded unit in the industry. 


Cerro de Pasco— 
Rating “A” 

Despite a decline in silver prices, Cerro 
de Pasco is expected to earn around $6 a 
share in 1926 after depreciation. It is es- 
timated that a decline of around 40 cents 
a share will result from shrunken silver 
prices, which will be more than offset by 
a larger copper production. By the end of 
the year it is estimated the company will 


have net current assets equal to around 
$25 a share. 
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Childs— 
Rating “B” 


Childs reports $2.47 earned in the first 
nine months of 1926, compared with $2.43 
in the 1925 period. The stock continues to 
sell high compared to these indicated earn- 
ings. 


Chrysler— 
Rating “B” 

Chrysler Motors reports $3.85 a share 
earned in the first 9 months of 1926, the 
third quarter accounting for $1.27 of this. 
Net earnings show a decline of nearly $5,- 
000,000 compared with the first nine months 
of 1925, whereas profit in the third quarter 
was less than half of the profit in the third 
quarter of last year. 


Coca-Cola— 
Rating “A” 


Coca Cola shows a slight gain in net in 
the third quarter of 1926 compared with 
the same period in the previous year. 
Higher sugar prices, of course, would ad- 
versely affect the profit margin. 


Corn Products— 
Rating “A” 


Corn Products reports a net of $2.88 a 
share in the first 9 months of 1926, com- 
pared with $1.56 in the first 9 months of 
1925. The company has been benefited by 
lower corn prices and if sugar advances in 
price, may be able to receive somewhat 
higher prices for its products. Earnings 
appear to be rather definitely on the up- 
grade. An extra dividend is in prospect. 








Rating Changes 


fist mma 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


tagensnenesnaresey 
jannuenauansanant 


evpPusueeoasnnnoansaaseusien 


AtoB 
Worthington Pump com........Cto D 
Worthington Pump A pfd. ....Bto C 
Worthington Pump B pfd. ....Bto C 


Intertype com. 























Cuba Company— 
Rating “B” 

Current reports indicate that Cuba Com- 
pany will be favorably rather than ad- 
versely affected by the recent hurricane in 
Cuba. The bulk of the damage has taken 
place in the cities of Cuba. The damage 
to sugar properties is estimated at around 
$5,000,000. It happens, however, that those 
served by Cuba Company escaped any im- 
portant damage. It now appears probable 
that Cuba will maintain $4 dividend rate 
on its common stock. 


Endicott Johnson— 
Rating “A” 

A turn for the worse in the shoe indus- 
try earlier in 1926 has been followed by 
a decided turn for the better since July 1. 
Endicott Johnson reports gain in sales of 
about 20 per cent since then, and it is now 
estimated that 1926 earnings will be better 
than those of 1925. The stock continues to 
sell on a relatively high yield basis. 


Fleischmann— 
Rating “A” 
Fleischmann reports $2.98 a share earned 
in the first 9 months of 1926, compared 
with $2.18 in the same period of last year. 


General Motors— 
Rating “A” 

General Motors reports $17.77 a share 
earned on its common stock in the first 
9 months of 1926, compared with $9.71 on 
the same share basis in 1925. Cash and 
marketable securities were slightly less 
than $170,000,000 as of September 30. Net 
earnings reported were slightly more than 
$54,000,000 in the September quarter, com- 
pared with slightly less than $51,000,000 in 
the previous quarter. A substantial extra 
is expected when directors meet for action 
in November. 


General Outdoor Advertising— 
Rating “A” 

After allowing for regular dividends on 
the senior stocks, General Outdoor Adver- 
tising reports $1.45 a share earned on the 
common in the third quarter of 1926, com- 
pared with 79 cents in the third quarter of 
1925. The company is charging off de- 
preciation at the rate of more than $3 a 


share yearly on its common stock, and the 


above earnings, of course, are after these 
charges. It is becoming increasingly prob- 
able that the Class A stock will be retired 
at $60 a share in 1928 and meanwhile it 
affords an attractive current yield. 

(Please turn to page 589) 
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By THE BOND EDITOR 

HETHER the stimulation has trend, yet there has been a marked indi- 

been due to the record car load- The Advance in Lower- cation of strength growing out of the 

ings, to the stabilization of Bel- Grade Rails success of the Belgian currency stabiliza- 
gian exchange, to renewed confidence in — — tion. 

° e Oo rice : : : 
business growing out of the stock market ee 8 The older Belgian issues, with the ex- 
" ’ - is - 
recovery, or simply to the generally greater er teie 68 69 ception of the 8s of 1941, declined to meet 
investment demand following the tempo- Chicago, T. H. & S. E. the price of the new stabilization loan, 
rary peak in the employment of funds in PNG Fae iesicssicinnsniiapiy 83% 837% but the really significant and interesting 
Fall business, the fact remains that the — Rio Grande prey phenomenon has been the sympathetic ad- 
yr | eae 3 : 
past week has marked the strongest de- Erie con. 4s. Series “D” ae ha vance of the French Externals. The ne- 
. ’ 1€ 8 8 poe . 

i i French 
mand for bonds that has prevailed for a latdieest- hectare cessity for the stabilization of the Frenc 
long time. The advances have been gen- Gees 78 7934 franc somewhere around present quota- 
eral and consistent throughout the domestic MG. 7. ot: Se... 92 93% tions has been realized for some. time by 
list, the average of forty domestic issues < _ gen. 4s ........ 72% 73% French leaders who have been willing to 

a ‘ t. uis-San_ Fran- : : 
standing at 87.82 as against 87.36 a week Sea S 9034 9234 face the facts as they exist. The diffi- 
Salt : x CE angie A, 5 wit a 
: . ; ing- 
ago. This is the highest figure attained Sedeeh Air len culty has been inability or unwilling 
since September 22nd. The average price adj 6s 7834 81% ness of the French people to appreciate 
for foreign issues did not show the same (Please turn to page 584) 
Bonds Called This Week 
(Except in the case of entire issues called, amounts called of less than $10,000 are not included) 
‘ Amount Call Date 
Name of Issue Called Price Payable 
American Factors, Ltd., 1st & coll. tr. 7s, series A, 1936.........+- 143,000 102% Nov. 15, 1926 
American Tube & Stamping Co. Ist lien & impr. A of 1925........ Entire 100 Jan. 1, 1927 
Cambria County Coal Co. Ist 6s, 1932 ..... Biel A Fete a ee d-14,000 103 Nov. 1, 1926 
Connor Lumber @. Gang Go. Ist. $6, 1937-83 oo. ccsccccccecccecesess Entire ee Nov. 1, 1926 
Davies Jobmson umber Co, 6s, 1927-80 ....cciccccccccececcocsene e-140,000 101 Nov. 1, 1926 
Denver (City of), Colorado, bonds ........ MAAK E 6 FESS Various 100 Oct. 31, 1926 
Federal Water Service Corp. 3-yr. 5% notes, PR ee aaa e a-Entire 101% Dec. 23, 1926 
Waneet, Gc 000i) SO, OO SOE TR, TOOE: cic dc ceca cwccccccevcecsececes Sake Entire 102% Nov. 1, 1926 
Gordon-Pagel Co. of Del. (now Gordon Baking Co. ), “Ast "6s, series 
‘3 eae ee PaCawtecsneesn aes b-400,000 102 Dec. 1, 1926 
Haverford Township (Delaware County), ‘Pa., ‘4%, i ee £-32,000 100 Dee. 1, 1926 
Indiana Avenue Bldg. Corp. 1st 78 of 1921 .......cccecccccccececes Entire 103 Nov. 20, 1926 
Ironton Electric Co. 1st mtge. 6s, 1944 .......... Pe tae None ee orale $6 Entire 103 Dec. 1, 1926 
Trequoia Iron Co. refunding Ge, 1941 .....ccccrseccccece Oe re Entire 102 Dec. 1, 1926 
Lewis. County Bicctric Co. Ist Ge, 1986... cccccccscccocesses acevo Entire 100 Dec. 1, 1926 
Nevada-California Electric Co. 1st lien 6s, series A, 1946 ....... Entire 103 Jan. 1, 1927 
Northern Indiana Gas & Electric Co. 3-yr. 544% sec. notes, A, 1927. Entire 100 Dec. 1, 1926 
Oberpfalz Electric Power Corp. Ist 7s, 1946 (temporary)........ as h-14,500 100 Dec. 1, 1926 
Producers & Refiners Corp. ist 10-yr. 8s, BG ental cadcasn sae saebew 261,000 110 Dec. 1, 1926 
Rima Steel Corp. (Hungary) Ist s. f. 7s, 1955 ...... et A ; ae 100 Feb. 1, 1927 
Southern Sierras Power Co. Ist 25-yr. 68, 1986 ......cccccccccccece Entire 105 Jan. 1, 1927 
Standard Mortgage Co. 6s, series “A” 1927-80 .....cccccccsccccccs Entire 101 Nov. 1, 1926 
Tillamook (City of), Oregon, improvement bonds ..........+- esau 188 to 207 100 Nov. 7, 1926 
Universal Gypsum Co. joint ser. 7s, 1927-29 .......... peli Was severe Entire 101 Mar. 1, 1927 
WoeGerook Ca. TOE Gi OE TORR 6ndc cccccccaparevesvcccs eee tre Entire ce- 102 Feb. 1, 1927 
a-Notes presented prior to December 23, 1926, will be paid at 101% plus interest to date of presentation. b-Num- 
bers called: Nos. 1 to 400 incl. c-Bonds presented prior to February 1, 1927, will be paid at 102 plus interest to date of 
presentation. d-Numbers called ($1,000 denom.), 28, 29, 163, 164, 165, 178, $13, 372, 387, 395, 396, 427, 450, and 497. 
e-Numbers called: 286 to 425 incl, f-Called at 101 for 1927 maturity; 102 ‘for 1928; 103 for 1929; 104 for 1930; 105 for 
1981; 106 for 1932; 107 for November 1, 1923, maturity and thereafter at 102. g-Numbers called: 1 to 27 incl. and 38 
to 42 incl. h-Numbers called ($500 denom.): TD14; ($1,000 denom.), TM32, 85, 133, 136, 169, 265, 448, 460, 476, 563, 589, 
597, 944, 1042. i-Numbers called ($1,000 denom.): M189, 298, 568, 569, 588, 1317, 1701, 1905, 2345; ($500 denom.), D159, 
196; ($100 denom.), C17, 130, 159, 201, 247 (additional bonds will be drawn December 22, 1926, for payment on February 
4... SOFt}. 
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Lhe Bankers and Foreign Loans 








(ForEworD: Because of the importance to investors of the proceedings of the annual 
conventions of The Investment Bankers Association of America, and because it would be im- 
possible in a single issue properly to present reports of committees and speeches of leading 
members of the Association, THE FINANCIAL Wor LD will publish between now and the con- 
vening of the next convention, summaries of the important items. In this manner our read- 


ers will be informed as to the consensus of the country’s bankers on matters of vital interest 
to investors —THF EpITors. ) 








ican people in what is going on in an 

economic way beyond the borders of 
the United States is second only to inter- 
est in the present and probable future status 
of our own prosperity. Politicians, with 
varying degree of understanding of politi- 
cal economy, are apt to contribute little to 
authentic information. It is to the inde- 
pendent observers, students of political and 
economic conditions who gain understand- 
ing with study, and bankers whose busi- 
ness it is to keep abreast of facts, that the 
average man, and the investor must turn 
for real help. 

Whether some of us like it or not, the 
United States, for reasons with which 
readers of THE FINANCIAL WorLD are 
familiar, has a vital interest in the Euro- 
pean and world economic situation. And, 
that being demonstrably true, what the 
membership of the Investment Bankers 
Association is thinking and doing, and 
what it has learned from extensive and 
informed study, should be of great in- 
terest to the rank and file of American 
wasvestors. 


[ ies ort on the part of the Amer- 


Huge Foreign Investment 


American holdings of investments abroad 
today total about $11,000,000,000, according 
to an estimate of the Committee on For- 
eign Securities of the Investment Bankers 
Association. In 1914, our capital abroad 
was about $1,500,000,000, and our obliga- 
tions abroad about $4,000,000,000, which 
meant a net indebtedness of approximately 
$2,500,000,000. 

After a.year of study, the Association’s 
committee, under the direction of Howarp 
F. Beepe, Vice-President of Harris, 
Forses & Company, New York, has come 
to the conclusion that “the task of meeting 
the needs of European governmental re- 
habilitation and currency stabilization is 
nearing completion, while the problem of 
satisfying the requirements of world-wide 
industrial reconstruction is becoming more 
important.” 

The report of Mr. BrEEBE’s committee at 
the 1926 annual convention, was among the 
most interesting of the organization’s con- 
tributions. And, covering the same sub- 
ject, the address of R. C. LrEFFINGWELL 
made an addition of interest. 

Introducing Mr. LEFFINGWELL to the con- 
vention, the chairman described him as one 
“of the half dozen really fully qualified 
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finance ministers of the world today.” A 
designation which was accepted with be- 
coming modesty, Mr. LrEFFINGWELL is a 
Morgan partner. The “House on the Cor- 
ner” went to Uncle Sam for him. He had 
been first Assistant Secretary of the 


Treasury, which in itself is something by 
way of being a patent of unusual ability. 
To the average American, Europe is 
more or less in a shambles, with politicians 
rangling, workers loafing, tax-payers dodg- 
ing, and no one doing anything about get- 





CR. C. Leffingwell 


ting back to a solid basis. 
WELL 


Mr. LeEFFING- 
informed the bankers from whom 
you buy your securities that he is not ter- 


ribly worried about Europe. He in fact 
said that he looked for a return to the gold 
standard with confidence. 

“If we remember that it took fourteen 
years after the Civil War to put our cur- 
rency back on a gold basis,” he said, “we 
shall, I think, be neither intollerant nor 
discouraged as we observe and I hope en- 
deavor to help,” the strides which Europe 
is making to restore currencies. 

To continue. Mr. LEFFINGWELL is an- 
ticipating the time when the nations of 
Europe will have sound budgets and sound 
currencies. 

“I expect to see the time come and come 


soon,” he declares, “when European gov- 
ernment loans in this market will shrink 
in number and amount.” 

That should be reassuring to American 
investors who are holders of European goy- 
ernment bonds. And what is the opinion 
of the Investment Bankers Association on 
the same subject? I already have quoted 
from the report submitted by Mr. BEEsg, 
in which the statement is made that stabil- 
ization of European currencies is well on 
the way to accomplishment, 

And, by way of admonition to those who 
have sought to create uneasiness regarding 
loans already made to European govern- 
ments, the Morgan partner offered this: 
“If the American investor has loaned 
money to European governments for con- 
structive purposes, and I think for the 
most part he has, then he will in the long 
run turn out to have made good loans and 
profitable investments.” 

And, to the bankers, Mr. LEFFINGWELL 
added: “Then those of you, members of 
the Investment Bankers Association, who 
aided him (the investor) in his choice of 
investments will have not only a satisfied 
client, but the satisfaction of having taken 
part in a constructive job.” 


The Debtor Nations 


Now, let us see what the foreign securi- 
ties committee concludes about several of 
the European countries that are the debtors 
of America and American investors. 

As to Austria: “Conditions in Austria 
have developed satisfactorily. . . . Savings 
are steadily increasing. . . . It is doubtful 
whether Austria will be a heavy borrower 
in the future.” 

As to France: “The stabilization of the 
franc and the settlement of the debt to the 
United States are the outstanding financial 
problems which France will have to meet 
in the near future.” (Refer to article on 
France by Mr. GUENTHER in the October 
16 issue. Mr. LEFFINGWELL says France 
will stabilize the franc.) 

As to Belgium: “Economic conditions in 
Belgium are developing satisfactorily ... 
Belgium is still in need of foreign capital.” 

As to Italy: “Public finance in Italy 
may be considered as sound.” 

As to South America: “Conditions in 


South America appear to have undergone 
an encouraging change.” 
With the United States definitely estab- 
(Please turn to page 586) 
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By THE OBSERVER 


The railroads have hesitated to in- 

Can Do What clude in their financing customer 

Others ownership, fearing it would not al- 

Have Done’ ways work out satisfactorily. One of 

the principal barriers seems to be 

the fluctuations in their shares on the stock market, and 

should it happen that prices work lower because of 

technical conditions instead of creating public good will 
for them the effect would be the reverse. 

Such a belief is groundless. The American people 
of today are far different in their attitude toward their 
investments than they were fifteen years ago. The 
widespread financial education they have received 
through the purchase of Liberty bonds and other se- 
curities has equipped them to know and expect invest- 
ment values and market prices will closely follow the 
trend of business. They are not apt to blame the rail- 
roads for their inability to control the economic tide. 

That this is the public attitude is indicated by the 
experience of the utilities and some of our prominent 
industrial corporations that have interested not only 
their patrons, but their employees, in their securities. 
Customer ownership has now received a sufficiently long 
enough test to prove it has not only come to stay in 
the present day financial methods for raising capital— 
but it has vindicated the claims of its advocates that it 
improves the standing of well-managed corporations 
with the public at large. 

The railroads are fortunately situated in respect to 
customer ownership for they are under direct Govern- 
ment supervision, which to the public is an assurance 
that their business must be operated on the soundest 
lines. That very thought is entertained by investors 
for they realize it gives them conservative manage- 
ment which is the rock on which solvency is predicated. 
The railroads’ diffidence toward this idea is wearing 
away. They too will soon fall in line with this modern 
innovation in financing. 


Outside of war and post-war loans 
Our of our Government it is variously 
Capital estimated that our private invest- 
Abroad ments abroad, on which interest or 
dividends is paid, ranges from $8,- 
000,000,000 to $12,000,000,000. It is well to fix these 
large amounts in one’s mind for it tells impressively to 
what large extent our people have become partners in 
the destiny and progress of empires beyond our own 
boundarié&. The bulk of this capital was invested 
abroad since 1918. That fact tells another significant 
story in that it confirms the almost immeasurable wealth 
of our country and what a back log we can rely upon 
to stave off any serious financial reaction. 
If we could spare in eight years so many billions of 


our capital for foreign investments then can we not 
ask ourselves how many more billion dollars did we not 
have for our domestic investments and from our an- 
swer derive the convincing assurances of unusual finan- 
cial strength. 

Without so much as lifting a finger our capital in- 
vested abroad is readily earning for its owners close to 
$750,000,000 per annum. To have such a constant flow 
of income entering America from abroad every year 
means a substantial reserve on which the purchasing 
power of the nation can fall back upon in case of 
necessity. 

Great Britain was in that position. The billions of 
pounds she had invested all over the world was given 
credit for her financial stability for the revenue from 
this source succeeded in bridging over any industrial 
recession at home. Even after the war these invest- 
ments have helped her to immeasurably withstand the 
severe economic shocks through which she had passed 
and in spite of which she has been able to keep her 
exchange near a parity basis. 


By reducing labor to a five-day 

Five- week schedule Henry Ford contends 

Day production can be curtailed to a 

Week point where it will square itself with 

the consuming demand. Theoretic- 

ally Ford’s idea sounds plausible enough. If available 

goods are not sufficient to meet the demands not only 

are prices maintained but the tendency is toward an 
increase. 

No sounder industrial leader than Judge Gary on 
the other hand contends that this measure of expediency 
is impracticable so far as the steel business is con- 
cerned and would not work out. At least he qualifies 
as an expert authority so far as his own industry is 
concerned. As for Ford, it must be noted the de- 
clining demand for his motor car has caused him to 
cast around for some plan by which it can be stim- 
ulated. In his case the thought is father to the wish. 

If wages are paid on the basis of per hour’s work 
then the workman, if he so feels inclined, can knock 
off laboring at the end of five days—but if he is paid 
on the weekly basis then the employer has something 
to say since it means he is faced with the necessity of 
meeting another incregse in his labor cost and placed at 
a disadvantage in meeting competition. This is where 
labor is cutting its own throat: shorter hours will only 
bring more leisure—while on the other hand it opens 
the door even wider to cheaper labor to produce the 
goods out of which he secures his living and this wilh 
result in increased idleness. Intelligent workers will 
think twice before inviting this punishment upon them- 
selves for such folly. 
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the matter in the same light, in spite of the 
very visible benefits which have accrued 
to Germany since her currency was stabil- 
ized. The fact that Belgium has broken 
away from her ally as far as fiscal policy 
is concerned is a very significant fact in 
view of the close parallel existing in the 
past between the economic policies of the 
two countries, and means that the eventual 
stabilization of the French franc has been 
drawn much closer. Once this has been 
accomplished, and the immediate effect of 
the deflationary measures past, the result 
is bound to be higher prices for French 
obligations. Certainly the behavior of 
French bonds over the past week shows 
the beginning of an anticipation of this 
improvement, for the French rails are up 
‘one to two points and the direct govern- 
ment issues have all gained fractionally. 
The great strength of railroad issues, 
particularly those of lower medium grade, 
has been by far the outstanding feature 
of the domestic list. The general advance 
of this group is clearly shown in the 
tabulation which has been included here- 
with. The record car loadings coupled 
with the favorable dividend action by the 
Norfolk & Western and Pennsylvania sys- 
tems, have unquestionably been the under- 
lying reason back of this move. We con- 
tinue to regard bonds of this type as pos- 
sessing further possibilities for appreciation, 
and as long as the railroad situation and 
the general investment outlook continue as 
favorable as at present, we advise con- 

tinued retention. 

x * 
$50,000,000—Kincpom or Betcium Stabili- 
zation Loan External 7s, 1956, at 54 
to yield 7.50%. 

On page 570 the provisions and purposes 
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of this loan are given in detail. 
be seen that the offering has been made 
jointly in England, Holland, Switzerland 
and Sweden, and that credits will be es- 
tablished for the Bank of Belgium in these 
and other countries for use in stabilizing 


It will 


the new 


currency unit, the Belga (5 
francs). 


As previously stated, we believe 
this step marks the beginning of a general 
recovery in Belgium and the reception of 
the new loan and premium at which the 
bonds are now selling are very concrete 
evidence of the general optimism prevail- 


ing. It will be seen that the issue is non-_ 


callable for ten years except for sinking 
fund after November 1, 1928, and then 
at a price of 105, the redemption price of 
the whole issue after November 1, 1936. 
The sinking fund will retire 28 per cent of 
the total issue by maturity. 


$25,000,000—WesTERN UNION TELEGRAPH 
Co. 20-year 5%, 1951, at 100 to 
yield 5%. 

In all respects these bonds are qualified 
as an investment of the highest grade. 
The standing and strength of the Com- 
pany are too well known to require de- 
scription, although it may be mentioned 
that the total funded debt will now aggre- 
gate $72,648,400 as against the junior 
stock equity valued at present prices at 
$143,500,000. For 1925 net income avail- 
able for fixed charges amounted to $28,- 
659,775 or nearly nine times interest re- 
quirements, while the average ration for 
the past five years has been nearly eight 
times. The indenture under which these 
bonds are offered provides that no new 
mortgages shall be created (purchase 
money mortgages excepted) without rat- 
ably securing this issue. For ten years 
they are non-callable. The call price on 
December 1, 1936, being 105, the premium 
decreasing one-half of 1 per cent annually 
thereafter until maturity. We consider 
these bonds a very desirable investment at 
the offering price and believe they will 
soon be selling at a premium. 








Tobacco Stocks 
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diversified business. Earnings have been 
more irregular and not as consistent in 
their increases as reported by the manu- 
facturing companies. 

Coincident with the increasing demand 
for cigarettes and the position enjoyed in 
the trade and financially by the leading 
companies this group is entitled to first 
choice in considering the speculative possi- 
bilities attendant. Further discrimination 
within the group makes it appear that 
American Tobacco because of its past 
record, its consistent progress, its diversi- 
fied line of products is entitled to first 
place. In consideration of the present 
market price, the improvement in earnings 
with possibility of increase in the dividend 
return makes it the most attractive 
speculation among the tobacco stocks. 
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and recently suffered a sharp decline with 
the drop of the latter. With a return to 
normal conditions they should sell nearly 
ten points above present quotations and 
in our judgment are distinctly undervalued 
at present levels. 

* * * 


FEDERAL SUGAR REFINING Co. 6s, 1933, 
at 86 into WARNER SUGAR REFINING 
Co. Ist 7s 1941 at 85. 


The Federal Sugar situation is very per- 
plexing due to the presumably low margin 
of profit under present conditions, and the 
total absence of any definite information of 
a financial nature. The company is one 
of those that have declined to inform its 
bondholders as to the present status of its 
affairs, and it is difficult to advise retention 
under such conditions especially when the 
industry is operating under present diffi- 
culties. The last figures were those for 
1923 which showed interest but sligntly 
over half earned. The issue is unsecured, 
though property was carried at $13,612,320 
on the last balance sheet as against $5,- 
000,000 bonds outstanding. The Warner 
situation is not without its uncertainties as 
well, but the bonds appear well protected 
from the property value standpoint, and 
the company should be able to do at least 
as well as Federal. Since the new manage- 
ment went in, the bonds have improved 
marketwise, though there has been a ten- 
dency to fluctuate between 80 and 85. On 
any recession to this lower level, they 
should be a good substitute for the Fed- 
eral issue. 


* * * 


SouUTHERN Rattway div. and gen. 4s, 1956 
at 85 into BaLtrmMorE & Ouro, To- 
ledo & Cincinnati Division 4s, 1959 
at 80. 


The Southern’s junior issues have worked 
into a strong investment position, en- 
hanced by the increased equity of the 
stocks. In 1925 interest was covered over 
21%4 times, as compared with 1.3 times in 
1921. The growth and prosperity of the 
South has been the primary reason for 
this improvement. The present cotton 
crisis in the South will not affect the se- 
curity of Southern Railway bonds, but the 
decline of $400,000,000 in the purchasing 
power of the South cannot but have its 
effect upon traffic, and it is improbable 
that these junior bonds will sell much 
above their present 5 per cent basis. The 
Toledo & Cincinnati Division 4s rank be- 
low any of the other divisional issues of 
the Baltimore & Ohio system and are 
probably slightly inferior to the refunding 
and general mortgage issues. In spite of 
this, the remarkable showing, of the sys- 
tem over the past two years, and its cur- 
rent and future outlook point to generally 
higher levels for its securities. We feel 
that as a straight credit obligation of the 
B. & O. these bonds are underpriced on 
the present 5.28 basis. 
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AM asked to 
I advise how 

an investment 
trust should pro- 
ceed to induce 
certain holding 
companies to pro- 
vide stockholders 
with more fre- 
quent _ publicity. 
The best prescrip- 
tion I can offer is 
for them to in- 
sist more _insist- 
ently for such 
facts. Because of 
their own large investments they are in a 
better position than the individual investor 
to obtain essential information about their 
investments, If it is not obtainable then 
an investment trust should keep out of 
stocks surrounded by clouds of secrecy. 
They then would occupy a much safer po- 
sition. At least they owe this increased 
measure of safety to people who have in- 
vested their capital in their own securities. 


* * * 


CCASIONALLY we have high winds 

in New York and I can see them 
carrying on their wings objects not firmly 
tied to earth. These eruptions in nature 
have their counter part in the stock mar- 
ket. It too is subject to squalls and when 
they take place they carry with them the 
paper structures raised in securities, But 
when their fury passes I also notice that 
permanent values remain unshattered. It 
is the wise and long-headed investor who 
then steps in and purchases sound values. 
He sits patiently by awaiting the oppor- 
tunity to reap his profit, They did that 
last March. How many of them will do 
it again after the October decline? 


* * * 


HE libel action of the Idaho Copper 

Corporation against Stewart Campbell, 
Idaho Mining Inspector, for branding the 
company and George Graham Rice as 
“swindle” was heard in Boise City, Idaho, 
last week, and the jury brought in a ver- 
dict acquitting the courageous inspector of 
mines for criminally libeling the character 
of the corporation when he branded it a 
“swindle.” 


Now that a jury in Idaho has con- 
victed George Graham Rice of operat- 
ing a “swindle” in a libel action brought 
against the State Inspector of Mines, the 
Better Business Bureaus of the country 
will be fortified in their active campaign 
in preventing this arch swindler from plac- 
ing his advertising in newspapers. 
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Better Business Bureau could do no better 
work than to hit at the head of this snake 
whenever it shows up in their community. 


* * * 


HE outcome of this case is more to the 

credit of Mr. Campbell for he put in 
no defense to show on what grounds he 
made his charges. It needed only the test- 
imony of the witness whom George Graham 
Rice of the Idaho Copper Corporation 
called to defend him to convince the jury 
that when Mr. Campbell branded him as 
a “swindler” he told the truth. 


* * * 


iw must be said of Eugene V. Debs that 
he was an honest dreamer who unselfish- 
ly sacrificed material opportunities for 
what he thought was right and would im- 
prove the conditions of his fellow men. 
Among those with whom he came in con- 
tact he always left a fond remembrance of 
a kind man with a brilliant intellect. The 
cause of labor is under a lasting obliga- 
tion, for while none of his great dreams 
ever were realized they at least brought 
more proper appreciation among the cap- 
italistic classes that their partnership with 
labor is indissoluble and hence should be 
met on common ground than in a spirit of 
antagonism. That was Debs’ greatest 
achievement for mankind. 


* * * 


ag MAN is never a hero to his valet.” 
The nearness of contact takes all 
romance away. Now that we have Queen 
Marie of Roumania among us our snob- 
bishness may be satisfied and the romantic 
dreams of those who are romantically in- 
clined to crowns and diamond tiaras by 
seeing a living specimen of this rare homo 
genus will find they are of no different 
clay arid when they are in indigent cir- 
cumstances will readily turn to all com- 
mercial tricks to raise money. If we fall 
fer it then the Queen has a right to take 
away as much of our money as she can 
comfortably carry. 


* * * 


VIGILANT administration of laws 

intended to protect investors is al- 
ways productive of good results. We have 
a report from L. M. Emerson, Secretary 
State of Illinois, stating that due to the 
operations of the Illinois Securities Law 
investors of the state have been reimbursed 
to the extent of $1,629,054 in one year. 
This was all money invested in securities 
not listed under the Illinois law. Indirectly 
it is estimated that this protective cloak 
Illinois has thrown around the shoulders of 


its investors has saved them from a loss 


of more than half a billion dollars. 
* * * 


OSTON is gradually taking the place 

of New York City as a productive 
mill in grinding out luring financial litera- 
ture to attract the speculative moth to a 
flame that will destroy them. Almost every 
week we find some new publication mak- 
ing its appearance. In one mail I have 
received copies of Financialistic Debater, 
Market Prudence, and Ticker Topics. All 


The are published under the pretence of com- 
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Ten minutes a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your own business, 
which affect the commercial and 
financial situation. 


Readers of the Review are invited 
to avail themselves of our facili- 
ties for information and advice 
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“DEPENDABLE 
INVESTMENT” 


@ For fifteen years 
we have been serving 
investors, large and 
small, who wish ex- 
perienced aid in mak- 
ing and watching 
investments. 
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glad to discuss this 
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WE extend the facilities of 

our organization to those 
desiring information or reports 
on companies with which we 


are identified. 


Electric Bond and Share Company 
(Incorporated in 1905) 


Paid-up Capital and Surplus, $80,000,000 
71 Broadway 





New York 
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OIL DEVELOPMENT 
IN VENEZUELA 


Standard Oil Co. of Cal., Royal Dutch Shell, 
Standard Oil of N. J., Atlantic Refining Co., 
Gulf Oil Corp., and other large companies are 
actively engaged in oil development 
in Venezuela. 


Union Oil Co. of Cal. has made acontract to 
develop properties of the Pantepec Oil Co. 
Send for descriptive circular. 


A. A. Housman-Gwathmey €¥ Co. 
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menting on a list of securities but they try 
to entice the investor into the purchase of 
some “cat” or “dog” in which the pub- 
lisher of the publication is interested. 


“ 


Beware of the unwelcome friend who 
knocks at your door if he is not appealing 
for entrance for any worthy purpose. 
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lished as a creditor nation, the Investment 
Bankers Association has taken steps to 
make it possible for the investor to obtain 
accurate and complete information about 
foreign invesments offered to the American 
public such as is available in connection 
with the offering of domestic securities. 
The extent of the interest of the Amer- 
ican investing public in foreign securities 
is illustrated by the Association’s committee 
in its reference to the fact that, in 1913, 
there were only a few foreign securities 
listed on the New York Stock Exchange, 
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while today the number is 145. “The ag- 
gregate of foreign loans traded in the New 
York Stock Exchange in 1913 amounted to 
but $3,459,000, while the total for the past 
year aggregated $637,630,000. For the first 
eight months of the current year (1926) 
the turnover was $447,220,500, or at an 
annual rate of $670,630,250.” 


I have left one of the most important 
thoughts contained in the address of Mr. 
LEFFINGWELL to the last.. I shall not at- 
tempt to discuss it. There may be dyna- 
mite in it, and there may not be. But 
certainly the thought is worthy serious con- 
sideration. 


Mr. LEFFINGWELL drew attention to the 
tremendous flight of capital from European 
countries to the United States during and 
since the war. It was a natural flight. 
Currency conditions at home were unsatis- 
factory. General economic conditions in 
America were incomparably better. 


Invisible Capital 


The MorGAn partner referred to the 
“invisible capital of Europe,” meaning the 


capital which came to America in its flight 
to safety from the paper money inflation 
at home. This “invisible capital” accord- 
ing to Mr. LEFFINGWELL, greatly exceeds 
in the most important instances the amount 
of the European loans floated in our mar- 
kets since the war. 


He inquires: 


“If we add Europe’s pre-war investments 
in America, or what is left of them, to 
Europe’s investments consequent upon the 
flight of capital from the unstable money 
countries, and Europe’s investments in 
America consequent upon the normal ap- 
petite of Europe’s stable money countries 
for speculative investments, higher yields, 
or a diversification of risk, what total shall 
we get? May it not go a long way to 
neutralize the more conspicuous flow of 
capital from America to Europe in the 


form of European public issues floated 
here?” 


Although there has been a steady flow 
of capital during and since the war, from 
America to Europe, there has been a neu- 
tralizing flow from Europe to America. 
Does that not mean that the income of 
Europe, from American investments, serve 
to offset the payments of interest due 
America on debts owed by Europe? won- 
ders Mr. Leffingwell. 


Europe’s “truant” billions, one might call 
the flown capital to our shores. 


Mr. Leffingwell cites an interesting il- 
lustration from the annual report of the 
“Agent General for Reparation Payments,” 
which describes improved credit conditions 
in Germany and a decrease in foreign bor- 
rowing, and says “that the German author- 
ities have come to the conclusion that for 
several months past the aggregate foreign 
debt of Germany has not changed ma- 
terially, and that a large volume of long- 
term issues placed abroad during that pe- 
riod has largely taken the place of the 
short debt already owned abroad but now 
repaid. He says that it is clear at any rate 
that latterly there has been a tendency for 
certain German issues placed abroad to 
flow back again into the hands of German 
investors, and that the German banks have 
become themselves substantial holders of 
liquid funds abroad. 


“Something of the sort has already taken 
place with reference to European neutrals. 
Such countries as Switzerland, Holland and 
Sweden have already stopped borrowing in 
this market, and have been calling their 
loans here, buying them up or paying them 
off. They have participated in the flow of 
capital from the unstable money countries, 
and some return flow of capital to their 
own.” 

Mr. LEFFINGWELL’s contribution to the 
thought developed at the 1926 convention 
of the Investment Bankers Associaion well 
may engage the study of both banker and 
investor. The quotations and references 
above suggest that, with currency and eco- 
nomic stabilization abroad, outstanding 
European loans of the more important 
class well might be highly attractive. And 
impressive opinion is that stabilization is 
not so far removed as some would have us 
believe. 
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Utility Leader Dies 


NE of the leading figures in the pub- 
lic utility industry passed away last 
week when RicHARD E. BreeEp, who re- 
cently underwent an operation, succumbed 
to septic poison. Mr. BREED was organizer 
and chairman of the board of the Ameri- 





@ Richard E. Breed 


can Gas & Electric Company. He was a 
director of the American Power & Light 
Co., Electric Power & Light Corporation, 
Carolina Power & Light, Wheeling Bank 
& Trust Co., and many other corporations. 

Mr. Breep came to New York twenty 
years ago and rapidly rose to a position of 
prominence in the utility field. He was 
both an operating and financial executive, 
and a man of unusual organizing ability. 
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Penn-Ohio Edison Company, by indorse- 
ment, 

None of the companies included have a 
preponderence of income from traction op- 
erations, which fact further strengthens 
the position of their preferred shares. The 
properties are widely scattered geographic- 
ally, affording diversification of the char- 
acter of the territories served. This latter 
factor is not of paramount importance, 
however, as the relative stability of pub- 
lic utility earnings is common knowledge. 

The market prices of the issues as 
shown in our tabulation are the prevailing 
“asked” quotations, In a number of in- 
stances the spread between the bid and 
ask prices amounts to several points, and 
by shopping around a bit, the shrewd in- 
vestor will probably be able to acquire sev- 
eral of the issues at prices somewhat be- 
low the figures which we show. Aside 
from enabling him to acquire the entire 
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list for a sum less than $10,000, he will 
thereby increase the total yield obtainable 
to a point above the 6.82 per cent shown 
in the tabulation. 


Because of the greater degree of safety 
and balance afforded by the diversification 
of types of investments, it would hardly 
be advisable for one to place all of one’s 
funds in the list. The list as a whole can, 
however, be advantageously used as a por- 
tion of a total investment plan, with the 
remainder distributed in the stocks and 
bonds of sound railroads and selected in- 
dustrial companies. Also, a number of 
the individual issues may be chosen for the 
purpose of rounding out an investment list 
of relatively small total amount. 

















Hi Fox—Northwestern i 
i: (Continued from page 574) FE 
Fun ie 
counted for $6,541,439 of this amount. 


Accounts receivable made up $637,402 of 
the remaining amount with $143,352 divided 
between mortgages and securities owned. 
It is interesting to compare the balance 
sheets published November 28, 1925, and 
the latest of June 26, 1926. Cash in No- 
vember had decreased to $4,267,529. In- 
ventories had mounted to $8,554,278 with 
total current assets of $14,411,299. Again 
in the June 26, 1926, balance sheet we find 
cash cut to $1,285,430 and _ inventories 
totaling $10,149,394 and current assets of 
$13,317,624. With a shrinkage of current 
assets from March, 1925, to June, 1926, 
of some $2,339,000 and with current liabil- 
ities increasing in the same period from 
$1,239,406 to $1,919,518. Will it be neces- 
sary to further strengthen the financial 
position by the issuance of more stock? 
With the $1 paid in 1925 and $4 this year 
on the total 500,000 shares of stock, $2,- 
500,000 has been dispensed in dividends. 
Where is the improvement in earnings 
coming from that will justify present 
prices? 

While the talking movies may con- 
tribute toward this end over a period of 
years, this remains to be ‘demonstrated. 
We still have to hear from Famous Play- 
ers and Metro-Goldwyn, for it cannot be 
imagined that they are idly marking time 
while such profit possibilities are to be 
realized. Until the unusual profits prom- 
ised for this new introduction are trans- 
lated into actual earnings, it is better to 
patronize the visible avenues of revenue 
in determining values. The total produc- 
tion schedule of Fox in 1915 was made 
up of 40 releases, all more than one reel. 
It gradually mounted to 160 in 1919, of 
which 74 were one-reel subjects. In 
that year net earnings were equal to 
$1,257,188, or $2.51 a share on the present 
outstanding capitalization. This net for 
160 releases averaged $7,857 per produc- 
tion. In 1920 releases increased to 255 
with 156 short subjects returning a net of 
$1,413,542, or at the rate of $5,543 per 
production and $2.83 a share on the present 
outstanding stock. In 1921 a total of 253 
pictures were produced, 152 one-reel which 
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15-Year 642% Gold Notes 
Due 1941 

Company manufactures the 

highest grade of full-fashioned 

silk hosiery. Earnings avail- 


able for interest charges on 
these Notes reported as follows: 


Year 1925 .... 3.95 times 
6-Year Average 4.16 times 


Price to Yield 6.60% 
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Did you 
know this 


[liindis 


Did you know that the pro- 
duction of electricity by IIli- 
noiselectric light and power 
companies during February, 
1926, exceeded February, 
1925, by more than 16 per 
cent? 
The rapid development of 
the 6000 square miles adja- 
cent to Chicago served by 
this Company is a main 
factor in the substantial 
growth of the Company, 
as evidenced by the more 
thantripling of its gross rev- 
enue in the last ten years. ; 


PUBLIC SERVICE 


COMPANY 
OF NORTHERN ILLINOIS 
General Offices: 


72 West Adams Street 
Chicago, Ill. 


| Serving 6,000 square miles—278 
communities— with Gas 


or Electricity 
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Opportunities In 
Convertible Bonds 


ONVERTIBLE bonds of 
¢ sound corporations have 
enjoyed an excellent record. 


Securities of this type possess 
a high degree of safety and at 
the same time carry a conver- 
sion privilege which frequently 
means substantial profits for 
the holder. 


Our long experience in the in- 
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resulted in net earnings of $1,665,782, or 
$6,589 profit per picture and $3.33 a share 
for the present stock. In 1922 net earn- 
ings were the largest reported to date for 
the company when $2,660,158 was reported 
from 245 releases or $10,857 per picture 
with $5.32 a share credited to the stock 
now outstanding. The year 1923 showed 
a falling off in net to $1,808,166, or $3.61 
a share, and at the rate of $8,219 for 220 
releases. Net earnings in 1924 were $2,- 
009,044, or at the rate of $4.02 on present 
stock and an average profit of $9,173 for 
219 releases. In 1925 net was $2,527,241, 
or $5.05 a share on the outstanding stock 
for an average of $11,332 for 223 releases. 
The effect of average profits on releases 
as reflected in earnings is elaborated on to 
arrive at the possible profit for the current 
year. The 1926 schedule calls for a total 
of 231 releases which compares with the 
seven-year average of 225. Average profit 
per release in the past seven years has been 
$8,510. Considering the character of pro- 
ductions and the severe competition met 
with, it is not likely that any sharp im- 
provement can be shown. To give full 
credit to these prospects and allowing the 
best average of $11,332 profit shown in 
1925 for the 231 current releases would 
result in net of $2,617,692, or about $5.22 
a__ share. Based on the seven-year 
average earnings would be less than 
$4 a share. In the first quarter 
of 1926 earnings were equal to $1.50 
a share compared with $1.35 in 1925. In 
the second quarter $2.80 for 1926 against 
$2.42 in 1925 in the same period. 


Activities Abroad 


Foreign investments of Fox represent an 
amount of more than $5,000,000 and in 
view of the uncertainties and obstacles 
that must be met with abroad by the 
American producer there is little hope for 
the present of improving earnings from 
this source. It appears that there is little 
in the present situation other than the. in- 
troduction of the talking movies that has 
been responsible for the rise in the price 
of Fox stock. Until earnings from this 
venture are actually demonstrated, its pres- 
ent status appears that of an overvalued 
stock selling out of line in comparison 
with its earnings. 


In comparing Fox with North Western 
we transfer from the field of uncertainty 
to one where definite information replaces 
guesswork. The Chicago & North West- 
ern system extends northward along the 
west shore of Lake Michigan, westward 
from Chicago to Lander, Wyoming and 
westward from Milwaukee into Minnesota 
and South Dakota, serving nine states in 
all. At Omaha the line connects with 
Union Pacific with which it has a traffic 
agreement covering western points. The 
company has, like most others in this ter- 
ritory, been influenced by adverse condi- 
tions which appear at present to be on the 
mend. Gross business has shown steady 
increases in the past ten years, doubling in 
that time. Operating expenses cut heavily 
into net, however, and the stock which had 
received dividends of $7 annually from 


1902 to 1919 was faced with a reduction 
in rate to $5 in 1920 and another in 1923 
to the present rate of $4 annually. In 
1923 net was equal to $4.94 a share, and 
in 1924, $4.20 was earned. In 1925 the 
road struck a better stride and reported 
$6.32 a share for the stock which im- 
provement has continued into the present 
year when earnings are estimated at around 
$9 a share, or better than 12 per cent of 
its market price. 


There are several speculative attractions 
attendant in this road’s future which auger 
well for ultimate fulfillment. The road 
is linked up with Union Pacific in the 
Interstate Commerce Commission tentative 
consolidation plan and Union Pacific owns 
$4,500,000 of its common stock. The offer 
of this company to exchange its stock for 
that of Chicago, St. Paul, Minneapolis & 
Omaha is in line with the company’s policy 
of consolidating its properties and may be 
considered a preliminary step in the con- 
solidation of the system with some other 
group. There is the further possibility of 
a rate increase in this section of the coun- 
try which would find apt reflection in the 
earning of North Western as compared 
with some of the other roads with a much 
larger capitalization. The property is con- 
servatively capitalized with a total rep- 
resenting only two-thirds of the estimated 
property value. Funded debt comprises 
62.12 per cent of the total, with 5.06 per 
cent in preferred stock and 32.82 in com- 
mon stock. This is a better capital set-up 
than found in the majority of American 
railroads. The territory served is showing 
marked business improvement and should 
continue to do so from the present out- 
look which in turn should find favorable 
reflection in the earnings of the road. 
With continued good earnings there is 
further possibility of an increase in the 
dividend rate to at least its 1922 level of 
$5. The present management appears to 
have the situation well in hand and has 
placed the road in exceptionally strong 
financial condition. At the close of 1925 
cash amounted to $16,190,318 against total 
current liabilities of $20,977,176. Current 
assets at that time totaled $37,527,157. 


Plenty of Time 


The investor should realize that should 
his desire be strong enough to warrant a 
speculation in the future of the talking 
movies that there will undoubtedly be many 
opportunities presented between the pres- 
ent development stage and the time of 
profitable application of the principle. Up 
to the present time there was only one com- 
pany in this field. Now there are two to 
compete for this business. How many will 
there be before the device has been per- 
fected and gains extended distribution. If 
the leaders in the moving picture industry 
can afford to wait, this policy should in- 
fluence prospective speculative commit- 
ments. In buying values as represented 
in the stock of Chicago & North Western 
there is enough speculative material to 
satisfy the most critical and at the same 
time the many uncertainties prevalent in 
the stock of Fox Film are eliminated. 
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Bulls and Bears 
(Continued from page 580) 
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B. F. Goodrich— 
Rating “B” 

After declining to a new low price for 
the year, B. F. Goodrich advanced rather 
sharply. The company expects to more 
than cover the $4 dividend on the common 
stock in 1926 and meanwhile is reducing 
its inventories, 


Gulf States— 
Rating “B” 

Gulf States Steel reached a new low 
price during the past week. In the first 9 
months of 1927, $3.67 a share was earned 
on the common stock, compared with $5.38 
in the 1925 period. The stock was adversely 
commented on in an analysis in THE 
FINANCIAL WoRLD some time ago when it 
was selling around $70 a ‘share. 


Inland Steel— 
Rating “A” 
Inland Steel reports $3.81 a share earned 
in 9 months of 1926, compared with $2.47 
in the same period of 1925. 


Inter. Business Machine— 
Rating “A” 

International Business Machines reports 
$4.31 a share earned in the first 9 months 
of 1926. This net is an increase of about 
20 per cent over the same period of last 
year. 


Magma— 
Rating “B” 

It is reported that after paying its 
quarterly dividend of 75 cents, Magma will 
have about $1,300,000 in cash on hand. 
Magma is limiting its production to 30,- 
000,000 pounds annually, although its 
capacity would permit of a much larger 
production. Costs are less than 8 cents a 
pound before depreciation. 


Montgomery Ward— 
Rating “B” 

Reports became current during the past 
week that a merger was impending be- 
tween Montgomery Ward and Sears-Roe- 
buck. It is very much to be doubted that 
any such merger will take place. 

Twin City— 
Rating “B” 

A sharp decline took place in Twin City 
stock despite the fact that earnings in the 
third quarter were equal to 57 cents a 
share, compared with but 1 cent a share 
earned in the third quarter of 1925. 


Union Carbide— 
Rating “A” 

Union Carbide reports $6.34 a share 
earned in the first 9 months of 1926, com- 
pared with $4.71 in the corresponding pe- 
riod last year. This well-managed chem- 
ical company, which makes rather heavy 
charge-offs, will apparently soon be in a 
position to again increase its dividend. 
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U. S. Alcohol— 
Rating “C” 

While U. S. Industrial Alcohol was ad- 
vancing U. S. Distillers was declining. The 
advance was probably due to increase in 
alcohol prices and rumors of dividend in- 
auguration while the decline was due to 


unsatisfactory earnings reported by U. S. 
Distillers. 


U. S. Steel— 
Rating “A” 

U. S. Steel reports $4.99 a share earned 
on its common stock in the third quarter 
of 1926, compared with $3.44 in the same 
quarter of 1925. It now appears probable 
that U. S. Steel will earn pretty close to 
$18 a share on its common stock in the 
current year. If a 25 per cent stock divi- 
dend were declared early in 1927 and 7 per 
cent paid on the increased amount these 
earnings would still be double dividend re- 
quirements on the additional common. 


Worthington— 
Rating “D” 

Worthington Pump stocks became quite 
weak during the past week. Reports are 
current that preferred dividends may be 
passed. The company is in remarkably 
strong current asset position. Net work- 
ing capital is 60 per cent greater than the 
current market price of the preferred is- 
sues, with no funded debt. It would ap- 
pear that as a _ liquidating proposition 
Worthington could pay out much more 
than the preferred stocks are now selling 
for. There has been some improvement in 
business compared with a year ago, but 
profit margin remains small and no definite 
reports are as yet available as to the out- 
come of its Diesel engine tests by the U. S. 
Shipping Board. 





Railroads 





Atchison— 
Rating “A” 

Atchison reported another remarkable 
gain in net earnings in September when 
net jumped 39 per cent over September a 
year ago. If Atchison just holds its own 
during the balance of the year, about $23 
a share will be earned on its common 
stock. 


Baltimore & Ohio— 
Rating “A” 

Baltimore & Ohio showed another sharp 
gain in earnings in September when net 
increased over 10 per cent. 
ing increasingly clear that Baltimore & 
Ohio will earn about three times the cur- 
rent annual dividend rate in 1926, 


Bangor & Aroostook— 
Rating “A” 

Bangor & Aroostook has earned $5.02 a 
share on its common stock in the first nine 
months of 1926, compared with $4.60 in the 
same period last year. 
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Delaware & Hudson— 
Rating “A” 

Delaware & Hudson and other anthra- 
cite carriers reported sharp gains in net in 
September, due to the fact that earnings 
last year were adversely affected by an 
anthracite strike. However, in general, 
earnings of anthracite carriers like Dela- 
ware & Hudson, Lehigh Valley, Delaware, 
Lackawanna & Western and Erie in Sep- 
tember were substantially higher than those 
in the previous years. 


Kansas City Southern— 
Rating “B” 

After reacting sharply, Kansas City 
Southern advanced just as sharply during 
the past week, Car loadings are continu- 
ing their definite upward trend, as well as 
net earnings, 


Missouri Pacific— 
Rating “C” 

Missouri Pacific continues to report in- 
creasing gross and net earnings from 
month to month. In the first nine months 
of 1923 net earnings were $5,672,000. In the 
same period of 1924 they were $10,738,000; 
in the same period of 1925, $12,439,000 and 
in the same period of 1926, $14,565,000. 
This of course does not include its equity 
in subsidiaries, 


N. Y., Ont. & West.— 
Rating “B” 
New York, Ontario & Western has 


earned $1.57 a share on its stock in the 
first 9 months of 1926, compared with 
$1.32 in the same period of last year. From 
now on earnings will make a much better 
showing as the anthracite strike intervened 
last year, and it is possible that a small 
common dividend will be paid before the 
close of the year. 


Union Pacific— 
Rating “A” 

Union Pacific broke all net earning rec- 
ords for September, and it now appears 
probable that around $17 a share will be 
earned on the common stock in 1926. Rec- 


ord earnings for Union Pacific common 
were $17.60 in 1916, 








Is There a “Market”? 
(Concluded from page 575) 
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Wor p to specifically point out after care- 
ful investigation and analysis what appear 
to be undervalued situations and what ap- 
pear to be overvalued situations with the 
reasons for our views as to individual 
issues fully stated. It is not our policy 
to predict short term market movements. 
It has been our experience after reading 
thousands of letters from investors that 
those investors fare best who buy and hold 
undervalued stocks as long as the earnings 
continue on the upgrade and who pay no 
attention to intermediate market fluctua- 
tions. 
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have not had to face severe adverse con- 
ditions. That statement is not exactly in 
accordance with the facts. If the pro- 
fessor will refresh his memory he should 
recall the depressing obstacles among 
which the utilities floundered when the war 
brought about abrupt and extreme ad- 
vances in operating costs while their rates 
were fixed. It was one of the severest 
periods they ever confronted to test their 
endurance and they emerged from it much 
stronger than before. 

Another point on which the Professor 
appears to err is regarding the treatment 
of their item of depreciation. He thinks 
they are much too low where there is so 
much capital of the inwestors at stake. 
Inasmuch as the holding companies stand 
directly or indirectly in the position of the 
majority stockholders in the subsidiary or 
operating companies, there is no particular 
reason for them to set aside liberal por- 
tions of earnings for this purpose. Such 
appropriations out of earnings should be 
set aside by the operating companies before 
any of the net profits are allocated for 
dividend disbursements. Usually investors 
in respect to this item are accorded a 
double protection for the majority of the 
states through their public utility commis- 
sions have rigid regulations regarding 
the proper depreciation charges. The 
holding companies being the top com- 
panies as Mr. Ripley says, are principally 
concerned in their proportion of net profits 
available for their own outstanding capital 
stock, 

Other Fields 


Another criticism with which issue 
might be taken is Mr. Ripley’s contention 
that the utilities should strictly confine 
themselves to their field of supplying 
power, light and transportation—and not 
embark in industries foreign to their char- 
acter—as in the case of Cities Service, 
and Standard Gas & Electric which have 
oil affiliated with them and the American 
Water Works & Electric Co. which con- 
trolls a large area of irrigated land in the 
Sacramento Valley in California. 

Reviewing the early history of Cities 
Service and American Water Works it 
will be discovered that these companies 
originally did not acquire these properties, 
which Mr. Ripley thinks are alien 
to their business. Like foundlings, 
they were left on their doorsteps, and 
had to be adopted: if these companies 
were to fulfill conscientiously their duties 
as trustees for their stockholders. Cities 
Service in exploring for natural gas in the 
Eldorado field ran across a large supply of 
oil. To have kicked this wealth aside on 
the theory that its business was the develop- 
ment of natural gas, which was a part of 
its utility structure, would have been in- 
consistent with what was for the best 
interest of its stockholders. That un- 
expected discovery resulted in the enrich- 
ment of the shareholders. Yet the Cities 
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Service a few years ago segregated its 
profitable oil business from its public serv- 
ice end, on the same sound principle the 
Pullman Co. divorced itself from the car 
building department, though controlling 
for stockholders their equities in it. As 
oil also enters largely in the operation of 
utilities, especially as fuel for power, is 
it then so inconsistent for the holding com- 
panies to control the supply of this essen- 
tial? It might be different if they went 
into the packing or leather business. 


Another Example 


It will be recalled that before the present 
American Water Works & Electric Co. was 
re-organized the predecessor corporation 
was involved in financial embarrassment 
through the Kuhns of Pittsburgh who 
then controlled it and who employed its 
resources as a guarantee for interest pay- 
ments on bond issues of irrigation land 
developments in which at that time they 
were largely engaged. That property be- 
comes a part of the assets of the re- 
organized company and apparently it is its 
duty to its stockholders to retain this 
equity which has potential possibilities of 
growing into a very valuable property 
until it can be disposed of to advantage. 
There is nothing unnatural or unusual in 
either of these situations, or financial un- 
soundness or top heaviness. There is as 
much said in its favor as there is to the 
contrary, regarding the advisability of 
utilities owning in fee their own oil and 
coal properties, so they would not be de- 
pendent on others for their fuel supply. 

That the control of the holding com- 
panies is lodged in a small volume of com- 
mon stock as contrasted with the pref- 
erential securities in the hands of the 
investing public—and, that in turn is 
concentrated in a few powerful financial 
interests has a two-fold side to it. If 
it lends itself to abuse of public confidence 
it is a menace, as Mr. Ripley contends. On 
the other hand, if it is under the proper 
check it has a distinct advantage to in- 
vestors, for they are then assured of the 
continuation of a successful management 
of their enterprise. After all financial 
success is but the attribute of competent 
management. 

Taking it by and large, to the present 
time, the development in the holding com- 
pany principle in relation to the public 
utility industry has been free from financial 
scandal. Moreover, their financial record 
has been so impressive they deserve the 
confidence reposed in them by the invest- 
ing public. In that respect their record 
gleams out in contrast with the financial 
history of other corporate enterprises. 
Even between the lines of Mr. Ripley’s 
article repeated reference is made to this 
side of their achievement. 

It is only the fear of abuses that could 
creep in where there is so much uncon- 
trolled power which leads him, and quite 
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properly so, to plead that they throw more 
light on their business. 


To the writer it would seem that there 
is room for an honest difference of opinion 
regarding the advisability of passing more 
laws, either state. or federal, to control 
holding companies. Corporations acting 
in this capacity insofar as railroads are 
concerned are not subject to any such reg- 
ulation. The real remedy lies in educating 
the investment public as to the true value 
of the various holding company securities. 
If the common stock representing a hold- 
ing company represents but a small equity 
in the earnings of the controlled companies 
it is quite obvious that any important 
change in the earnings of the operating 
companies would be quickly reflected in 
the equity earnings of the holding com- 
panies and it is obvious that such a stock 
is in a more speculative position than one 
where the holding company’s equity is 
larger. Most holding companies give full 
information on the capital structure of 
their subsidiaries, their earnings and the 
capital structure of the holding company. 
It is not a very complicated procedure to 
determine what the total net earnings are, 
what proportion is paid out in fixed 
charges by the operating companies, what 
proportion is left applicable to the equity 
of the holding company and how that re- 
maining proportion is divided between the 
classes of holding company securities. 


Speculation More Conservative 


While there doubtless has been a very 
large amount of speculation in the stocks 
of holding companies and in some in- 
stances prices have been driven above 
value, this speculation has been on a 
much more conservative basis than numer- 
ous speculative orgies that have taken place 
in various divisions of the industrial list. 


In conclusion and in view of the fact 
that the writer was one of the early ex- 
ponents of customer ownership, I disagree 
sharply with Mr. Ripley as to his views. 
No specific case of sale of public utility 
operating company preferred stocks has 
come to my attention where the safety of 
the dividend was in question. In most 
instances the sale of preferred stocks to 
customers has been of the operating com- 
panies and not of the holding companies 
and under proper state regulation. Cer- 
tainly such securities are far superior to 
the type of get-rich-quick offerings that 
were formerly soli ty high-pressure meth- 
ods in many of our cities. Certainly such 
ownership brings about a clearer under- 
standing of the public utility problem. 
Certainly no intelligently conducted public 
utility company would risk the ill will of 
of its customers by issuing securities to 
them on which all the probabilities did not 
indicate that the dividends could be con- 
tinued. The states in which these 
customer-ownership stocks are sold know 
what the cost of such financing is and 
know that they must maintain rates which 
will result in an adequate return on the 
capital thus obtained. 








Surety Stocks 
(Continued from page 578) 
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pany was formed in 1884, with an initial 
capital of only $500,000, one-tenth of the 
present capitalization. Three years after 
its beginning, the capitalization was 
doubled, by paying in $500,000 additional 
capital at par, $50 per share. Five years 
later, the capital structure was again 
doubled, from $1,000,000 to $2,000,000, the 
new stock having been sold at a premium 
of $500,000. Only three years later, the 
enlarged business of the company neces- 
sitated another increase in capital. While 
the capital was increased only $500,000, yet 
the new stock was sold at double par, $100, 
thus making the total amount realized $1,- 
000,000. The last increase came in 1912, 
when a 100 per cent stock dividend was 
declared, raising the capital to $5,000,000. 
The example given here is typical and 
illustrates vividly the rapid but sound 
growth of the business. 


While surety and insurance have many 
characteristics in common, from both the 
operating and financial viewpoints, their 
points of divergence are worthy of note. 
Insurance really amounts to a co-operative 
method of distributing risks and indemnify- 
ing losses, of which a certain percentage 
are certain to occur, and the extent of 
which can be predicted more or less ac- 
curately on the basis of the law of large 
numbers. Surety, however, represents the 
commercial use of the credit and name of 
the surety company; here the risks are 
carefully selected, and it is assumed that 
there will be no losses. Actually, there 
will be some losses, of course, as it is im- 
possible always to separate the wheat from 
the chaff, and some unsafe risks ‘do oc- 
casionally slip in. A further difference is 
also found in the actual nature of the bus- 
iness. For example, a surety bond is 
given for the protection of a third party, 
subject to cancellation only with the con- 
sent of the obligee, whereas an insurance 
contract is between two parties and may be 
terminated at any time by mutual consent. 


Three Purposes of Surety Bonds 


Surety bonds are issued for three chief 
purposes: contract, court, and depository, 
although there are many other types, such 
as forgery, customs, excise, internal rev- 
enues, and others of a similar nature. The 
first, the contract bond, has become a par- 
ticularly important one in recent years, due 
to the marked activity in the structural 
field. This boom in building has, of course, 
enabled the surety companies to profit sub- 
stantially thereby. Because the companies 
derive a considerable part of their earnings 
from this field, this factor demands par- 
ticular consideration at this time, as activ- 
ity in the structural field gives rather def- 
inite indications of receding somewhat ovef 
the next year or so. Should this dimuni- 


tion occur, of course, it is only logical to 
expect a reflection of this reversal of 
trend in a contraction of the amount of 
business written by the surety companies. 
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These contract bonds may be subdivided 
into three classes: those issued for the 
proper performance of the work, those 
for the furnishing of the proper material 
for work, and those for maintaining the 
work in proper condition after it is com- 
pleted. 


The settlement of estates also opens to 
the surety companies another source of in- 
come, through the writing of fiduciary 
bonds. These bonds are required in the 
case of trustees and guardians, and assures 
the faithful performance of duties. The 
other type of court bond written by surety 
companies represents a bond given by one 
party to a litigation which will enable him 
to follow out a legal remedy. 


The third class of bond, the depository 
bond, guarantees that there shall be a 
prompt repayment made of funds which 
have been deposited with banks. These 
bonds are required by states, municipalities, 
counties, and a number of .public officials. 
This class of business is quite stable, and 
provides another desirable source of bus- 


iness, easy to get because of its very 
nature. 


While forgery bonds have been written 
for quite some time in Great Britain, it is 
only recently that they have sprung into 
demand in the United States. Banks, par- 
ticularly, use such bonds as_ protection 
against loss through forgery of checks or 
drafts. 


From the above it is readily apparent 
that the surety companies occupy a rather 


ices, and as the country continues its secu- 
lar growth upward, the future of the com- 
panies appear well-assured, despite seasonal 
fluctuations and minor recessions, which, as 
pointed out above, might occur. In the in- 
creasing complexity of our modern busi- 
ness life, the services rendered by the 
surety companies have become almost nec- 
essities. It therefore appears logical to ex- 
pect these companies to continue to ex- 
pand their business, although not at the 
exceedingly rapid rate, perhaps, that they 
have grown over the last twenty-five years. 


Few Companies in Field 


From a casual viewpoint, it would seem 
rather unusual that, despite the present- 
day magnitude of the surety business, there 
are not many companies, in the point of 
number, engaged in this field, possibly not 
more than a score. The majority of these 
are rather unimportant in that they write 
some surety business, but only to diversify 
their other activities. In fact, there are not 
more than eight companies of great im- 
portance in the surety business, and of 
these, only four are of major importance. 
This is primarily because surety is, today, 
a large-scale business, and requires con- 
siderable capital in order to operate effici- 
ently and profitably, thus discouraging the 
formation of small companies to enter and 
compete in the field. 


In the table on the following page the 
four leading companies in the surety field 
are compared. This comparison is almost 


cussion. For example, it is evident that the 
National Surety Company is the largest, and 
has been the most aggressive in increasing 
its business during the first six months of 
the current year, as is indicated by the fact 
that unearned premiums increased 5.6 per 
cent. However, this resulted in a rather 
heavy underwriting expense ratio of 50.6 
per cent, compared with the lowest of 41.3 
per cent. Losses also were rather high 
here, amounting to 38.7 per cent of pre- 
miums, as against the more conservative 
American Surety’s ratio of 28.2 per cent. 
The financial policy of the companies is 
shown by the increase in net cash surplus, 
ranging here between 13.07 per cent and 
34.3 per cent and the percentage of increase 
in total assets. Again, the figures differ 
widely, ranging from 3 per cent to 9.5 per 
cent, and give a good insight into the policy 
of the management. 


The relative attractiveness of the vari- 
ous stocks may be ascertained with facility 
by the use of this table. Here the fol- 
lowing ratios are of importance: Percent- 
age of increase in liquidating value, ratio 
of liquidating value to market price, per- 
centage of earnings to market price and 
yield. By a careful study of this table, 
the average investor should experience no 
difficulty in selecting a desirable surety 
stock on a statistical basis. In short, this 
is but a way of reiterating the consistent 
policy of THE FrnanctaL Wor p in choos- 
ing investments on the basis of values, with 
the knowledge that values will ultimately 
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Buy “Shares 
in America” 














$85 


(or multiples thereof) 


will purchase participating owner- 
ship in twenty-four seasoned and 
dividend-paying _ railroads, public 
utilities, industrials and Standard 
Oils including 


New York Central 
Am. Telephone & Telegraph 
United States Steel 
Standard Oil of New Jersey 


Secured by deposit with Chatham 
Phenix National Bank and Trust 
Company, Trustee. 


Average yield over 
six year period 
about 8% 


Send for Circular F.W.-30 
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legitimate appeal to the conservative in- 
vestor. They are not subject to wide 
fluctuations in price, and consequently are 
generally disregarded by _ speculators. 
Rather, they offer a compromise between 
high-grade bonds, which return an as- 
sured income, but lack substantial possi- 
bilities for any great improvement in price, 
and common stocks, which, in successful 
and growing businesses, characteristically 
increase in value from year to year. In 
the past the supply of these stocks has been 
small, but as these companies have grown, 
the markets for their stocks have steadily 
become broader, so that now they regu- 
larly enjoy an active over-the-counter mar- 
ket, and it is as easy to watch these stocks 
daily as any listed security. 


the fact that these 
once carefully chosen, do not require care- 
ful and constant supervision, is a fact that 
many investors appreciate. The compara- 
tively simple corporate structure of these 
companies, their frequent reports, their 
normal secular growth, and the supervision 


However, stocks, 





that his company issues but one class of 
security, which represents immediate rather 
than deferred ownership, with no funded 
debt nor preferred stock to skim down 
earnings before he receives his share. 
After the proper setting aside of reserve 
funds and the wise building up of a sur- 
plus, the earnings go directly to but one 
group, the common stockholders, in the 
form of dividends. The conservatism of 
the financial statements, as in the case of 
insurance companies, also appeals to the 
shrewd investor. He appreciates the im- 
portance of the uncapitalized values of 
“good-will,” the field forces and the actual 
working machinery. 


Here again we find that these shares are 
not, as a class, 
ments,” 


“wealthy men’s invest- 
although the admittedly small cur- 
rent return does not appeal to the small 
investor who is looking for a liberal yield 
to augment current income. In fine, it 
would seem that one or two well-selected 
surety stocks, representing the larger and 
established companies, may be included in 
























































100 Broadway New York of the insurance departments of the various a Conservative and diversified group of in- 
Telephone Rector 1060 states, all warrant the confidence of the vestments, where the average current re- 
investor. He finds satisfaction in the fact turn will not be seriously decreased thereby. 
Carried on conservative margin Comparison of the Four Leading Surety Companies 
H. F. McCONNELL & CO. American National Fidelity U.S. Fidelity 
Members tere A go Exchange Surety Surety & Deposit & Guaranty 
150 B’way, N. Y¥ Tel. Rector 2100 of New York of New York of Baltimore of Baltimore 
ee ~--- $5,000,000 $10,000,000 $5,000,000 $6,000,000 
Liquidating Value: 
eee ee Dec, 31, 1925 .......... 104 201 102 176 
pHENy’ CHATHAM PHENIX Dec. 31, 1924 .......... 98 189 93 167 
eS NATIONAL BANK anp *1. Inc, in L, V......... 6% 6.3% 8.8% 5.1% 
TRUST COMPANY Market Price .............. $189 $219 $128 $220 
ow Resources over $250,000,000 *2.L. V. to M. P.... 55% 21% 79% 80% 
|| Tusceul 149 et napa Earnings per sh. ........ $15.48 $22.27 $10.54 $17.30 
l — — Earnings on M. P..... 8.15% 10.16% 8.2% 7.8% 
Unearned Premiums.. $6,362,340 $11,161,941 $7,577,891 $15,695,309 
(as of June 30, 1926) 
*3. Increase in Un- 
We Have Prepared an earned Premiums... 3.5% 5.6% 48% 3.2% 
analysis of Dividend ...............-.--++: $8 $10 $6 $9 
(16%) plus1% (10% plus2%) (18%) 
THE AMERIC AN RR eee 4.4% 5.0% 4.7% 4.1% 
ae EEN $18,798,467 $36,286,644 $22,304,491 $49,152,618 
SURETY COMP ANY *4. Increase in total 
I ee me 6.0% 3.0% 8.3% 9.5% 
which points out the de- Net cash surplus...... $3,670,355 $6,633,037 $3,227,348 beagle 
sirable features that ie oui. 
make the stock of this noel of 
company attractive. *5 Per cent of in- 
crease in net cash 
Further Information or IIE: iciatesasescpuininie 16.1% 13.07% 34.3% 24.3% 
Quotations on Request. Ratio of losses and 
claim expenses to 
premiums written.... 28.2% 38.7% 31.0% 50.7% 
MOYSE & HOLMES Ratio of underwriting 
expenses to prem- 
~c al aad Sah ne Bvchonse iums written .......... 50.4% 50.6% 46.0% 41.3% 
Members Chicago Board of Trade *1.P f d 1 
ay Rake at hachinte salen te tae oe. 
100 Broadway Carlton House *3. Percentage of increase in unearned premiums during first six months of 1926. 
Rector 1892 47th St. & Mad. Ave. *4. Percentage of increase in total assets during first six months of 1926. 
NEW YORK, N. Y. *5. Percentage of increase in net cash surplus during first six months of 1926. 
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The Three “I’’s 


HE FINANCIAL WORLD has been pub- 
lished ever since its beginning in 


1902 upon the foundation of the three 
ad a 


1. Integrity 
2. Intelligence 
3. Industry 


INTEGRITY: The most important of our 
three “I”’s is integrity. THE FINANCIAL 
WORLD would not have the distinction to- 
day of being America’s Investment 
Weekly if we had not from the very first 
adopted as our watchword the safeguard- 
ing of our subscribers’ interests. In other 
words, we always maintain a policy of 
impartiality so that our recommendations 
at all times have been made upon the 
basis of our best judgment after a care- 
ful investigation. 


‘THE FINANCIAL WORLD has no connec- 
tion with any other concern; we have no 
securities of any kind for sale, and our 
sole benefit in recommending any securi- 
ties is from the good-will and renewals 
from our subscribers. The best -proof 
that our policy of considering our sub- 
scribers’ interest first has been a profitable 
one from our standpoint, is the fact that 
our largest source of new subscriptions is 
from the enthusiastic recommendations of 
subscribers to their own friends. 


INTELLIGENCE: Even though our in- 
tentions were always of the best, we could 
not have succeeded in guiding American 
Investors along profitable paths had not 
the publisher surrounded himself with a 
staff of intelligent, capable experts in all 
phases of investment matters. Combined 
with natural aptitude for this work, each 
member of the staff was prepared by pre- 
vious training to analyze securities in 
such a way that the wheat could be sep- 
arated from the chaff. Although we do 
not claim to be 100% correct, we believe 


that our own subscribers will agree that 
no other investment service has a better 
record for correct analysis and advice 
than ours. 


INDUSTRY: What has made THE FI- 
NANCIAL WORLD opinions respected by 
the most successful investors of the coun- 
try is the fact that our researches and in- 
vestigations are thorough and not simply 
superficial snap judgments. In other 
words, we have applied the necessary in- 
gredient of INDUSTRY so that instead of 
editing the magazine in the easiest way, 
we have taken great pains in checking 
and rechecking every piece of informa- 
tion and report with the idea of cutting 
down errors to the minimum. All this, 
of course, redounds to the advantage of 
our subscribers, none of whom would have 
time to investigate conditions as we are 
able to do. 


HE three “I’’s are going to continue 

as our basic guides. If you are a 
subscriber, the truth of the above has been 
proved to you and you will no doubt be 
glad to pass on the good tidings to your 
investor friends. If you are not a sub- 
scriber, every day you delay in mailing 
in your subscription will cost you a great 
deal more than our subscription price. 


“Tell Your Friends They Need It.” 


Mail Today this 
Money-Making Coupon 
THE FINANCIAL WORLD O. 30 
53 Park Place, New York 


Enclosed find $10 remittance. Please enter 
my subscription to your Complete Investment 
Service for one year. It is to include: 

(a) 1 yearly subscription to THE FINANCIAL 
Wor .p (issued weekly) ; 

(b) I yearly subscription to GUENTHER’S 
APPRAISALS (issued monthly) ; 

(c) Free Confidential Advice Service by 
letter. 


-~————————-—-- 
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Every dollar that has become due on 
first mortgage building bonds sold by 


us has been paid to every investor 


Safe 627, 
First Mortgage 
Bonds 


We now offer several 
First Mortgage Bond 
issues yielding 614% 
secured by centrally- 
located properties in the 
principal cities of the 
country and urge that 
you communicate with 
us at once for further 
particulars. 


Write for Circular S-209 


AMERICAN BOND & 
MORTGAGE (Oo. 


Established 1904 Incorporated 
CAPITAL & SURPLUS OVER $9,000,000 


127 N. Dearborn St., Chicago 
345 Madison Ave., New York 
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AN OLD RESPONSIBLE HOUSE 
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OONER or 
later you will 
apply to your in- 
vestment holdings 
the same principle 
of division of 
work when you 
retain a lawyer, 
consult a doctor or 
employ a technical 
engineer. 


Employ An 
Investment 
Expert, 
Too 


Using Moody’s 
Supervisory Service 
for your invest- 
ments is true 
economy. 


We will gladly 
send details 
of our Service. 


MOODY’S 


INVESTORS SERVICE 


85 Nassat Street New York 
CHICAGO BOSTON 
PHILADELPHIA LOS ANGELES 
Lonpon: Moody’s Investors Service, Ltd 











EWS comes from Canada that our 
neighbor on the north is thinking 
seriously of going into the land 


loan business. It has been studying the 
federal land bank system of the United 
States and last June adopted its bill in 
the house of commons, but it did not be- 
come a law. It is expected that it will 
be re-enacted soon and be put into opera- 
tion by the government. The investiga- 
tions made in this country by experts who 
were sent here evidently were exhaustive 
for the discussions bring out the findings 
regarding our plan and the bill is an effort 
to improve upon it. Particularly were 
they not impressed by the theory of 
farmer control of the land banks. Of 
course this country has no farmer control 
and probably never will have. But the 
theory is there and the borrower who takes 
five per cent of the loan in stock thinks 
he is to have something to say about the 
appointment of land bank officials and the 
farm board at Washington. Nothing of 
the kind has happened and it is not likely 
to happen. Hence the Canadians propose 
to keep as far away from any possibility 
of farmer control as possible and their 
idea is that the government shall run the 
banks. 


Centralized Rule 


The central governing board is ap- 
pointed by the government, according to 
the bill, and this board sets up in the 
various provinces other boards for local 
operation, somewhat similar to the twelve 
land banks of the United States. These 
subsidiary boards can be discharged at any 
time and their work taken over by the 
central board at its own pleasure. As a 
partial offset there is a provision’ for an 
advisory council made up of two members 
from each province to meet with the 
central board once a year and discuss 
matters of interest and condition in the 
loan field. Meetings of this council can 
be called oftener if desired. This it is 
believed will keep the central board in 
touch with loan affairs in all parts of the 
dominion and have a helpful effect in 
keeping its loans within safe limits. 


No Farmer Control 


It is entirely possible, of course, for the 
farmer stockholders sometime to become 
controllers of our land bank system, 
though we do not expect it to happen. In 
the Canadian plan there is no such pos- 
sibility, and the farmers are not to own 
more than one-third of the stock in the 
banks. The plan is perfectly frank and 


it is a far sounder method than would be 
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one that proposed to turn over the man- 
agement of the vast sums involved to 
managers taken from ranks of those who 
are unfamiliar with handling large sums. 
Farmer control is beautiful in theory, but 
our own government evidently thinks it 
would in practice be unworkable with the 
amounts that are cared for by the land 
bank operations. While almost the entire 
stock of the land banks here are owned by 
farmer borrowers, they are not managers 
and this situation will doubtless be changed 
and the law so amended that the control 
will be established by the government as 
it now is. The Canadian plan provides 
that when a loan is made the borrower 
shall take five per cent in stock in the land 
bank and the government ten per cent. 
This is the same amount as the farmer 
buys in this country, and while it is of 
no particular advantage to the Canadian 
borrower it does prevent any farmer con- 
trol of the system. 


Has New Features 


The Canadian idea includes some new 
features that have never been a part of 
the United States system and which seem 
to enlarge its scope far beyond anything 
that is contemplated in this country. 
None of these were put into the law as 
presented last June, but they came up in 
the discussions, and it is the intent, so it 
is said, to make them a part of the system 
when once it is put in operation. Of 
course, there are the usual provisions for 
appraisal—and they are much more strict 
than our own—and for the handling of 
the loans by the banks. The local asso- 
ciations seem to have -been omitted and 
more ‘direct control given to the land 
bank managers. One of the ideas is that 
there should be mutual fire insurance con- 
ducted among the borrowers by the bank. 
This would, it is said, on the basis of the 
experience of the mutual companies in 
this country, cost only about 30 cents per 
$100 compared with five times that charge 
by the old line companies. This would 
protect the bank from loss in case of fire 
destruction of buildings and cost the bor- 
rower a minimum sum. Then surety in- 
surance for the employees through the 
bank instead of from outside concerns is 
proposed, cutting the expense and keeping 
the profits for the bank itself. 


Life Insurance Too 


Another feature which is similar to that 
adopted by one of the life insurance com- 
panies of this country provides that for 
the payment of a small additional sum the 
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heirs of the mortgagor shall in case of his 
death be relieved of all payment on the 
mortgage; that is, he carries sufficient in- 
surance through the land bank to pay his 
mortgage. This is something that if it 
can be made to work would be a boon to 
many a farm family which is left with a 
mortgaged home on the death of the pro- 
vider. It is easy to understand what this 
would mean and while it is not proposed 
that it be compulsory the central board 
would be authorized to carry the insurance 
and by eliminating the overhead cost would 
be able to do so at a minimum cost to the 
policyholders, probably far less than they 
could obtain it in any other form. 


Hold Farm Property 


Another provision discussed which 
would be an added feature much needed 
in this country is that the central body 
could invest in farm property taken by 
the branch banks throwgh foreclosure. 
The consolidation of all the land in the 
hands of one national board would make 
possible a wide selling policy and would 
relieve the land banks of the burden that 
is heavy for some of our own banks. In- 
deed there has been discussion here of 
forming a land-holding division of the 
land bank of this country to take over all 
the land of the twelve banks and dispose 
of it through expert methods. Some 
workable plan is likely to come out of our 
own system in this regard, and Canada 
evidently has thought of all these prob- 
lems, perhaps obtaining some of the ideas 
from the expressions of the officers of the 
United Statés system as they have dis- 
cussed the matter. We realize in this 
country that there is plenty of room for 
improvement in the system of our own 
land banks and the end will doubtless see 
a revision of the law the 
conditions. 


to meet 


Provinces Have Banks 

Some of the provinces of Canada have 
land banks of their own, but these make 
only moderate loans and are for the pur- 
pose of encouraging settlers to develop the 
lands. In the great plains section of the 
dominion they have worked less satisfac- 
torily than they have in the eastern 
provinces where values are more stable 
and the fluctuations of production are less. 
We hear less of the emigration move- 
ment to Canada by farmers of this country 
than we did a few years ago and the 
success attained by those who did go have 
not been so spectacular as was anticipated 
in some of the literature with which this 
country was at one time flooded. Canada 
has many strong loan companies and 
there should be no lack of funds for the 
assistance of the producer, but the urge 
to make the farmer feel that his govern- 
ment is doing something for him is doubt- 
less as strong there as here, and he is 
likely to have some sort of land bank 
system given him. He will not get his 


loans cheaper, but he may think it is better 


and thus be encouraged to go on with his 
work. It will be interestng to see what 
comes of the new Canadian idea. 
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Associated Gas and Electric 
System 


Founded in 1852 


Reports to Stockholders for Many Years 


Public utilities generally supply full information 
regarding their activities. The Associated Gas and 
Electric Company has issued detailed monthly state- 
ments such as the following for more than four 
years. 

Consolidated Statement for Twelve Months Ended August 31 } 


for all Properties only since dates of acquisition 
by Associated System | 





Increase 
1926 1925 Amount % 
Gross Earnings & Other Income $27,464,011 $12,923,490 $14,540,521 112 


Operating Expenses, Maintenance, 
all Taxes, Net Earnings appli- 
cable to Minorities and all 
Amortization of Debt Discount 






































and Expense 15,364,393 8,258,616 7,105,777 86 
Net Earnings 12,099,618 4,664,874 7,434,744 159 
Preferred Dividends of Subsid- 

iary and Affiliated Companies 

and all Interest nna. 7,616,327 2,500,833 4,513,494 180 
eee ee ee 5,085,291 2,164,041 2,921,250 134 
Vvreferred Dividends Paid or Ac- 

crued 1,274,339 574,013 700,326 122 
Balance 3,810,952 1,590,028 2,220,924 140 
Provision for Replacements and 

Renewals 1,547,680 661,357 886,323 134 
Balance ........ 2,263,272 928,671 1,334,601 143 
Class A Priority Dividends ($2 

per share) 577,184 *458,130 119,054 26 
Balance for Class A Participa- 

tion, Class B and Common 

Dividends and Surplus 1,686,088 470,541 1,215,547 258 





* Includes Common Dividends prior to issue of Class A Stock. 


The above figures are based on all properties only since their addition 
to the Associated System. The increase in gross and net earnings for all 
properties for the entire period are 12% and 16% respectively. 


The substantial gains in earnings and balances for 
dividends indicate the sound growth of the Asso- 
ciated system. 


Associated Gas and Electric Company 


Write for our booklet, “Interesting Facts.” 


associated Gas and Electric Securities Company 





61 Broadway New York 





























The Market’s 
Next Move? 


Stocks are now down, sharply. Are they a purchase now, for a 
broad advance? Or is this a major bear market just starting, 
with lower prices ahead and stocks a sale on every rally? Send 
for our latest market forecast, sample copy free. We have no stocks 
to sell but provide the Complete Security Market Service, valuable to 
every investor. Simply address— 


American Securities Service, 





‘ 


SU et a eee ee 


Suite 1037, Corn Ex. Bank Bldg., New York 


























Best $10 Ever Invested 


Your several letters to me answering my 
inquiries regarding stocks which I hold, 
received and I wish to thank you very 
much for your courteous and prompt 
attention. 

Since subscribing to your paper it is 


almost impossible for me to figure the 
money you have saved me and I am indeed 
thankful for the day I decided to send you 
the $10 for the subscription, it being the 
best $10 I ever invested. 
} F. M. GraHAM. 
“Tell your friends they need tt.” 
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Over the Counter Market 


Edited by William J. Healy 











ITH a firmer tone prevailing in 
W the other markets the character 

of buying over the counter took 
on a more pronounced strength which was 
reflected in higher bid prices. The out- 
standing feature of the market was the 
strength of the utility shares in face of 
the attack made upon them by Professor 
Ripley in which he advocated Federal 
investigation. One of the outstanding dis- 
plays of strength in this group was given 
by the Associated Gas and Electric issues 
predicated upon the favorable earnings 
reported for the twelve months ended 








We Deal in 


BANK & TRUST CO. SUGAR 
PUBLIC UTILITY TOBACCO a 
BAKING CO, INDUSTRIAL 


STOCKS 


Stone,Prosser &Doty 


INVESTMENT SECURITIES 
52 William St., N. Y. Hanover 7723 














Contmental Gas & Elec. Corp. 
Securities 
Howe, Snow & Bertles 


(Incorporated) 


120 Broadway New York City 
| Telephone Rector 3563 


ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
Members St. Louis Stock Exchange 
300 N. Broadway St. Louis Mo. 



































The Coupon 


properly filled out 
will bring 





our booklet, devoting 
one chapter to the best 
method of determin- 
ing when the turning 
price of any stock has 
been reached. 


No charge or obligation 
is attached to this offer. 














Tiremanis URVEY 
Nottingham Bidg. D-43, Boston, Mass. 
Please send tree sarvey offered above 


Name 


Address 
Inquiries Will Never Bring a Salesman 




















August 31. This is the eighth consecutive 
month in which increases have been shown 
over the corresponding periods that pre- 
ceded. The report showed gross earnings 
of $27,464,011 as compared with $12,923,- 
490 last year, an increase of 112 per cent. 
This expansion in gross is due largely to 
the acquisition of new properties. Net 
earnings for the period amounted to $12,- 
099,618 compared with $4,664,874, an in- 
crease of over 159 per cent. After allow- 
ing for replacements, renewals and class A 
dividends, $1,698,088 was available for the 
Class A participation, Class B and com- 
mon dividends and surplus as contrasted 
with $470,541 in the corresponding twelve 
months in 1925, 


In the industrial group the food and 
baking stocks gave a good account of 
themselves and many other issues, which 
in the previous week had been forced to 
lower levels, recovered their losses. 
United Milk Products had a sharp run-up 
for the week influenced by the possibility 
of these shares being placed on a dividend 
basis early in the new year. The current 
rate of earnings lends encouragement to 
this action and the higher prices are at- 
tempting to discount it. 


Syracuse Washing Machine reversed its 
sagging tendencies of last week and re- 
gained the losses registered in that period. 
General Fireproofing sold lower despite 
news that the company’s unfilled orders 
are the largest in its history. Surplus for 
the first nine months of this year totaled 
$645,626 or at the rate of $7.90 a share. 
The report for the third quarter ended 
September 30 showed surplus of $150,134 
after charges and preferred dividends,. but 
before federal taxes. This is equal to 
$1.84 a share earned on the 81,740 no par 
shares of common stock and compares with 
an amount almost double that in the pre- 
ceding quarter of $295,609 or $3.62 a 
share. While this showing is not to be 
compared with previous periods it is partly 
accounted for by heavy shipments in Oc- 
tober against orders on which work was 
started in the third quarter, and on which 
earnings’ will not be reflected until the 
fourth quarter. 


The recent strength in the shares of 
Rolls-Royce was explained by the declara- 
tion of a quarterly payment of $1.75 a 
share on the preferred stock. There are 
accumulated dividends on this _ issue 
amounting to $35, this being the first 
payment in five years. It at least indicates 
a turn for the better in the affairs of the 
company although no definite figures of 
earnings are available for the current year. 
In 1925 the company reported profits of 
$519,169 wiping out a previous deficit of 
$238,354. 

The effects of low cotton prices lent 
strength to the Cellulose stocks sending 
them to a new high. This is a favorable 





development for the company’ which 
nitrates cotton and from which it manu- 
factures smokeless powders and a diversi- 
fied line of cellulose products. 

In the chain store stocks J. J. Newbury 
continued its gain of previous weeks. H. 
C. Bohack was the weak feature in this 
group. 

On the Curb 


After unsettled and irregular sessions 
early in the week a better tone was noted 
toward the close with a general firming up 
of prices. The up-swing of prices was 
accentuated in most cases in starting from 
the low prices that prevailed. There were 
several stocks, on the other hand, where 
indications of favorable earnings were not 


. Clearly defined and these remained at their 


low levels. Conspicuous among these was 
Ford Motor of Canada which went to a 
new low record. Freshman was subjected 
to pressure in the early sessions, but a 
drive against the shorts in the stock re- 
sulted in recovering its loss and in the 
largest turnover in this stock in months, 


The oil stocks were firm despite price 
cutting and increasing production. Conti- 
nental Oil, which had been driven to a 
new low, recovered slightly upon denial of 
reports that the dividend would be reduced. 
Positive statements were made that the 
regular dividend would be declared and 
that earnings so far this year are larger 
than a year ago and substantially in excess 
of dividend requirements. Gulf Oil re- 
acted slightly from its high prices because 
of profit taking. Current reports indicate 
that the company will show a surplus at 
the end of the year of about $140,000,000, 
or about $30,000,000 in excess of the par 
value of its outstanding capital stock. In 
1925 net earnings were in excess of $35,- 
000,000 and present business is understood 
to be running well ahead of last year. 


U. S. Light and Heat went to higher 
levels on the publication of profits for the 
third quarter of the year which were 
$332,012 compared with $190,477 in the 
preceding quarter and $180,344 in the first 
quarter of the year. Total profits for the 
nine months of 1926 were $702,833 after 
charges, but before federal taxes. This 
amounts to around $4 a share for the 
common and with this rate maintaining for 
the balance of the year the stock at these 
prices has attractive speculative possibili- 
ties. 

Commonwealth Power stock and watf- 
rants were strong during the week with 
rising prices. Favorable recommendation 
has been given this company’s securities 
previously and it appears advisable that 
warrant rights be exercised at this time. 

Purity Bakeries B stock came in fof 
good buying and made a new high price 
for the year with the announcement that 
application had been made to list the com- 
pany’s securities on the New York Stock 
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Exchange. Earnings of the company have 
been running at a satisfactory rate. 

White Sewing Machine was driven to 
a new low price prvious to the company 
reporting its earnings for the third quarter 
of the year which showed a net profit of 
$293,658 as compared with $292,028 in the 
corresponding quarter of 1925. Net in the 
second quarter of the year was $316,465. 
The total for the first nine months was 
$952,093 as compared with $673,142 in the 
same period of 1925. The stock at these 
low levels has attractive speculative possi- 
bilities over a period of time. 


Rand Kardex showed no effects of the 
injunction restraining the company from 
transferring and acquiring any further 
stock of the Globe Wernicke Company. 
President Rand issued a statement that the 
action does not allege monopoly or in- 
fringement of the Sherman Anti-Trust 
Law. It is directed against an agreement 
for the acquisition of stock some five years 
hence on an exchange basis. It will not 
in any way impede the operation or the 
profits of the present company. The report 
for the quarter ended September 30 shows 
gross sales $361,877 above the previous 
quarter which is unusual in that the third 
quarter is ordinarily the poorest of the 
year. In the event of forced liquidation 
of the Globe Wernicke holdings there 
would be the equivalent of $7 a share 
available for distribution to stockholders. 


ray 
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Coppers Strengthened 


HE strength of the copper shares is 

attributed in large measure to the re- 
cent formation of the Coppers Exporters, 
Inc. The following comment by the En- 
gineering and Mining Journal in its cur- 
rent issue gives an interesting view of the 
association and its effects upon the red 
metal : 


“Copper Exporters, Inc., is more than 
an association of American copper pro- 
ducers exporting copper under the Webb 
Act. With its control of copper in the 
United States through its member com- 
panies, it joins the co-operation of the prin- 
cipal foreign producers of copper in the 
world — Mexican, Canadian, German, 
French, Spanish, South American, and 
Belgian (African). The Japanese copper 
mines do not appear in the list, although 
Japan is the fourth copper-producing coun- 
try; nevertheless, it is probable that Japan 
would join if the occasion came. Japan 
exports little copper, but is nevertheless 
one of the factors in world trade, and prob- 
ably could produce more if the price 
should go up. 


“While this is strictly an association to 
Operate outside of the United States, its 
stabilization of markets in foreign coun- 
tries might conceivably affect prices inside 
of this country. Just how great will be 
the success of this enormous combination 
will be for the future to foretell. Its form- 
ation is in line with the trend of the times 
—whereby the old national cartels and com- 
bines will be expanded to world-wide or- 
ganizations. The world has shrunk so 
Nowadays that nothing short of world 


October 30, 1926 





DIVIDENDS 


DIVIDENDS 





tNCORPOCORATED 


AA 


111 Fifth Avenue 





New York City 


85tH CONSECUTIVE COMMON DIVIDEND 


A dividend of 4% ($2.00 a share) has been declared upon the 
Common Stock and Common Stock B of the par value of $50 a 
share of THE AMERICAN Topacco CoMPANY, payable in cash on 
December 1, 1926, to stockholders of record at the close of busi- 
ness November 10, 1926. Checks will be mailed. 


October 27, 1926. 


Jesse R. Taytor, Treasurer. 





study of a commodity, and consideration 
of world regulation, is worthy the atten- 
tion of real captains of industry. An- 
nouncement of the organization followed 
closely on the heels of that of the iron and 
steel trust in Europe, wherein, as in the 
present instance, producing interests in 
several countries united for their common 
welfare. 


“Undoubtedly the ultimate objective of 
the copper combination, like that of sim- 
ilar organizations, is a better price for cop- 
per. This can probably be maintained 
through the elimination of destructive bid- 
ding competition and broker speculation. 
Nevertheless, there is little danger that 
prices can be raised so high as to become 
a hardship to the consumer. There are 
substitutes for many of the uses of copper, 
and the red metal will have to fight its way 
in competition with others—such as alumi- 
num, of which the world marketing is 
similarly controlled. Indeed, in the effort 
to create expanded consumption, such con- 
trols as this often operate to lower the 
price, a procedure made possible by the 
saving in marketing and distribution ex- 
pense through system and co-operation. 


“Of course, t too early yet to note 
any of the practical effects of the move. 
A slight advance was noted in the London 
market, but this reflected little more than 
a scurrying to cover on the part of the 
dealers, many of whom had apparently 
formed the opinion that the export plan 
had been indefinitely postponed. Copper, 
naturally, will be harder for them to get, 
but, on the other hand, demands from their 
customers will be less if the export asso- 
ciation sells direct on acceptable terms.” 


—(). 
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Pennsylvania Pays More 
Rating “A”, Guenther’s Appraisal 


For the first time since 1907, Pennsyl- 
vania stock is on a $7 basis. Declaration 
by directors during the past week in the 
face of demands for higher wages, and 
following a remarkable series of earning 
gains thus far in 1926, was perhaps some- 
what unexpected. However, Pennsylvania 


INTERNATIONAL PAPER COMPANY 
New York, September 29, 1926. 

The Board of Directors have declared a 
quarterly dividend of Fifty Cents (.50) a 
share on the Common Stock of this Company, 
payable November 15th, 1926, to common 
stockholders of record at the close of busi- 
ness November 1, 1926. 

Checks will be mailed. Transfer books will 
not close, 


OWEN SHEPHERD, Treasurer. 


SUPERIOR STEEL CORPORATION 


October 27, 1926. 


At the regular meeting of the Directors of 
the Superior Steel Corporation, held October 
27th, 1926, a dividend of fifty cents (50c) per 
share was declared on the Common Stock, 
payable December 1, 1926, to stockholders of 
record November 15, 1926. 


Cc. D. CLANEY, Secretary. 








CHILE COPPER COMPANY 

The Directors have this day declared a 
distribution of 62% cents per share on the 
Capital stock of the Company, payable De- 
cember 27, 1926, to stockholders of record at 
the close of business December 1, 1926. 

Cc. W. WELCH, Secretary. 

New York, October 26, 1926. 





STANDARD SANITARY MEG. CO. 
Pittsburgh, Pa. 
October 28, 1926 
The Directors of this Company have this 
day declared regular quarterly dividend of 
1%% on the Preferred Capital Stock also divi- 
dend of $1.25 per share on the Common 
Stock. Checks will be mailed not later than 
November 20th to stockholders of record No- 
vember 4th. P. 
W. C. McKINNEY, Secretary. 





promises to more than twice earn the cur- 
rent $3.50 annual dividend in the current 
year, and as it is the most widely held 
railroad stock in the country, the effect of 
this declaration will be far reaching, repre- 
senting an increased disbursement of $5,- 
000,000 yearly and confidence of its con- 
servative management in the future. 


L). 


Southern Pacific Net Up 
Rating “A”, Guenther’s Appraisal 
In September Southern Pacific reported 
the largest monthly net earnings since 
October, 1923, increase in net being $600,- 
000 over September last year. Southern 
Pacific now promises to show around $13 
a share earned on its common stock in 
1926. A $7 dividend rate and stock finan- 
cing in 1927 would not be surprising. 


“Tell your friends they need it.” 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.”) 





Average Stock Prices 


1926 1925 
Oct. 27 Oct. 20 Oct.13 Oct. 28 
23 Railroads 5.08 111.50 113.03 100.61 


Week’s Sales 


Sales of stocks listed on New York Stock Exchange (in 
number of shares), week ended October 27, 1926; Week’s 
18 Industrials 26.67 124.36 127.04 128.79 Sales—Thursday, 1,836,936 shares; Friday, 1,717,773 shares; 
41 Combined 29.1% 119.19 121.30 114.70 Saturday, 763,800 shares. Monday, 977,998 shares; Tues- 
8 Coppers 25. 24.90 25.62 30.38 day, 1,185,112; Wednesday, 1,522,580 shares. Average daily 
sales, week ended Oct. 27, 1926, 1,334,033; week previous, 
1,764,552. 





Bond Dealings, Jan. 1 to Date 
1926 1925 1924 
U. S. Govt. bds.. $217,434,040 $290,969,970 — $755,871,510 7—is3t—. NAME of STOCK Thurs- Thurs- 
Other dom. bds... 1,630,141,000 1,976,699,575 —1,784,924,360 “ice tee day day 
Foreign bds. 558,110,950 592,298,500 478,193,000 sd —. Bard 
eek ee 
© ahr Rok eR ye > age on 98 Am. For. Pr. 7% pf.. 36% 85 
4 5,685,99 859, ,018,988,87 
$2,405,685,990 $2,859,968,045 $3,018,988,870 119% io tama “101% 103% 
Weekly Business Indicators 160% Amer. Tel. & Teleg..146% 146% 
Federal Reserve Reports 124 Amer, Tobacco B....1185% 119% 
(000,000’s cunithen) 135 Amer. Ty pefounders. 115% Se roa 
: Oct 2 51% Anaconda .. 47% 
se. 1956 cee 161 Atch. Top. & San. Fe.153 % 154 
Bank Debits—New York 5,8 ’ 5,850 : 5,938 =o tas ina t = oan "101% 102% 
Bank Debits—Outside of N. Y. 1: 13,056 2,55 sale pmo « asco «... 621% 61% 
*Loans and Discounts—N, Y. .. ,898 1,901 2,06 83 3; Chic -& N. Ww 0. -169 169% 
*Loans and Discounts—Outside ? _ é + 76% 
of N.Y. 6 3.542 68% Chic., R. I. & Pac.... 63% 64% 
+Bank investments—New York . 836 831 4 ao o IL & P. 6% pf 91% 
Bank investments—Outside N. Y. 2,27 257 183 D — ean seeeeee 32% 
Total loan discounts . ,376 ao — = . 2% 
Net demand deposits 3,116 2,993 % 1, . & Lt. 7% pf. 94:5, 
Time deposits 5,723 124 Famous Players, pfd.j19 
Gen. Outdoor A. ... 
*Secured by stocks and bonds but not U. S. Govt. secur- Gen. Outdoor V. T. c. 
ities. Pine —— pt.. 
+ : ‘ 1. S. Gov't securities. reene ananea ; 
Other than U. S. Gov't curities Gulf, Mobile. & Nor.. 
Teek 5 Hartman ‘“B” 
Week 
Oct. Oct. Year Hudson & Man. .... 
9, 1926 16, 1926 Ago K. C. Southern ..... 
Bank Clearings—New York .... 5,851 5,128 5,135 Kennecott Copper.... 
Bank Clearings—Outside N. Y. 4,561 4,415 4,589 ape ge 
N. Y. Central 5 
Norfolk & Western..166% 
1926 Northern Pacifie .... 76% 
Aug. Sept. Pere Marquette 
Pig Iron Prod. Thous. long tons.. 3,200 3,136 Public Ser. of N. J... 91 
Steel Ingot Prod. Thous. long tons. 4,005 3,931 Republic Iron & Steel 554s 
Passenger Auto Prod. (U. S. and St. L.-Frisco ......+. 965% 
Canada) 93,115 350,811 Shubert Theatre .... s 
Postal Receipts—50 cities, $.000’s.. 26,714 29,976 Southern Pacific eonoBaee 
10c Store Sales (4 Co.’s) $.000’s.... 31,022 32,193 Southern Ry. ..... . 
Mail Order Sales (2 Co.’s) $.000’s.. 32,272 37,907 Stand. G. & E. 8% pf. “en 
Business Failures (Dun’s) 1,360 eg 2 et 
Patents Issued (all classes) , 3,115 Us. Ste : % 139 
Industrial dividends, $.000’s 68,300 Wabash . Sal : 
Railroad dividends, $.000’s i 38,350 oan ine 





Total All bds... 
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Monthly Business Indicators 


Source of Data: Dept. of Commerce Reports. 














Foreign Exchange 


Oct. 27, 
1926 Year Ago 
Sterling .843 $4.84% 
French Franc .... : 17% 
Lira .291% 95% 
Belgian Franc ... 13.§ 54% 
Holland 39.97 .23 
Austria .125 .125 
Denmark 5.58 24.85 
Germany 23.77 3.81 
Norway 24.§ 37 
Spain : 32% 
Sweden 26.70 26.76 
Switzerland 27% 19.27 
41.25 
15.18 
12.12 
Canadian Dollar. "100. 12 25 100.15 


*Cents per paper franc; 1 belga 
equivalent to 5 paper francs. 


Total Brokerage Loans 


(Member Banks of Federal Reserve 
System) 

Se | errr ed 

ane. BD. sa20806 eeeee 2,742,388,000 

2,731,210,000 

2,758,274,000 

2,763,029,000 

2,820,382,000 

«+. 2,762,432,000 

2,812,971,000 

‘ 2,809,007,000 

Oct. 2,727,054,000 

Oct. 2,655,118,000 


Car Loadings 


1926 1925 1924 
-1,210,163 1,106,114 1,102,336 
.184,862 1,106,046 1,088,956 
,185,524 1,113,283 1,077,748 
.-1,182,940 1,121,025 1,087,954 
-1,187,011 1,000,247 1,076,847 


Ratio of Reserves 


With all percentages computed on 
the basis introduced by the Reserve 
Board on March 13, 1921, the high- 
est and lowest reserve percentages of 
the Federal Reserve system compare 
as follows: High Low 
1926 76.3 July 28 70.2 Jan. 8 
1925 ......78.8 Jan. 21 66.1 Dec. 23 
1924 83.7 Jan, 21 70.6 Dec. 24 
1923 78.2 July 26 71.2 Jan. 6 

. © 2.1 Jan. 8 
76.1 Deo, 17 46.4 Jan. 7 

The reserve percentages of the 
New York Reserve Bank compare as 
follows: 

High Low 
1926 ......88.2 Apr. 21 74.6 July 7 
-o+---85.5 July 29 69.6 Feb. 26 
91.5 May 21 70.8 Oct. 10 
--87.6 Jan. 25 75.0 Jan. 3 
.--..89.6 Jan. 25 79.3 Jan. 4 
-..-84,1 Sep. 21 85.6 Feb. 4 














Crude Oil Production 
Daily Average 
(Figures in barrels) 
1926 1925 

Oct. 23 Oct. 24 
Oklahoma 514,700 473,550 
Kansas 114,600 109,700 
North Texas .... 252,459 77,650 
East Cent. Tex.. 55,300 79,550 
West Cent. Tex... 100,800 70,900 
Southwest Tex. .. 42,800 42,950 
No. Louisiana .... 58,450 48,000 
Arkansas yl 205,400 
Gulf Coast 2, 93,850 
Eastern : 103,000 
Wyoming 6 84,400 
Montana “ 15,300 
Colorado é 4,450 
New Mexico .... b 5,250 
California ,900 652,000 





2,065,950 








*Money Rates 


Call Loans 

Time Loans 
Commercial Paper 

N. Y. Rediscount Rate 
Bankers’ Acceptances 
Bar Silver, London 
Bar Silver, New York 


*As of Thursday, Oct. 28, 


London Market 


Money in London at 4% per cent; 
short bills at 444@4% per cent; three 
months’ bills at 4% @43% per cent. 

Gold bulion at 84s 11%d. Bullion 
withdrawn from the Bank of England 
for shipment amounted to £15,000 for 
Switzerland and £10,000 for India. 
The Bank also sold £149,000 in gold 
bars, destination not reported. 








Commodity Prices 


1926 1925 
Oct. 27 Oct. 28 
Wheat No. 2 red ..$1.555% $1.73 
Corn (new) No. 2 yel. .93% 1.00% 
Rye, No. 2 white .. 1.13% 935% 
Oats No. 2 white .... .54% 47% 
Coffee, No. 7 Rio .... .16% 19% 
Sugar, granulated ... .06 -0510 
Ivon, 3h. Pita. ..... 22.75 22.75 
Steel billets, Pitts ....35.00 33.50 
8.25 9.75 
14.05 14.565 
7.22% 8.60 
i 69.40 63.00 
Cotton, mid. upland .12.45 20.60 
Printcloths 04% 06% 
Sil, best No. 1 to Ext. 5.86 6.84 
Rubber, spot 40% 1.02 
Hides, nat. steers .... .16% Bs | 
Gasoline -.2 1% 
Crude oil, Mid-Con., 33 
to 33.9 grav. . 1.65 
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DIVIDENDS DECLARED 




































































Pe- Pay- Hidrs. of 
Company Rate riod able Record 
ee eee ene 25c Q Oct. 31 Oct. 25 
Am. Radiator ‘ Q Dec. 31 Dec. 15 
{ees - 5 Q Nov. 15 Nov. 1 
Armstrong Cork Q Jan. 2 Dec. 17 
Do 5 Stk Jan. 15 Dec. 17 
RTS, <cecateacrcnancsntasmenencss 5 Q Jan. 2 Dec. 17 
Am. Stores Q Jan. 1 Dec. 16 
Do 50c Ex Dec. 1 Nov. 15 
Am. Superpow. Corp. ............ 30c Q Dec. 31 Nov. 30 
Do *50c Ex Dec. 31 Nov. 30 
= i ee $1.50 Q Dec. 31 Nov. 30 
Alaska Pack. Assn ............ $2.00 Q Nov. 10 Oct. 30 
a? Yee $2.50 Q Nov. 1 Oct. 15 
Do B ..--50e Q Nov. 1 Oct. 15 
Br) {3..G.) Ge. ....... $$2.91 2-3 .. Nov. 1 Oct. 29 
Do pf. 1% Q Nov. 1 Oct. 29 
GI TO, ccccesnsiiccssnicossinss 624%4c Q Nov. 15 Oct. 30 
Brooklyn Edison .................. $2.00 Q Dec. 1 Nov. 12 
Conn. Ruy. & Lt. ............ $1.12% Q Oct. 31 Oct. 25 
) ee $1.12% Q Nov. 15 Oct. 30 
Chemical Nat. Bank ................ 4 B.M. Nov. 1 Oct. 22 
Clinchfield Coal pf. ... $1.75 Q Nov..1 Oct. 25 
Centrifugal Pipe . ..25¢ Q Nov. 15 Nov. 6 
ee % M Dee. 1 Nov. 15 
_ (ee ae = Stk Dec. 1 Nov. 15 
_ eee M Dec. 1 -Nov. 15 
SS rer tee M Dec. 1 Nov. 15 
RID RN aoe crea cnssdocce? Q Dec. 27 Dec. 1 
eee ne @ Jan. 1 Dee. 15 
Do International ............ Q Jan. 1 Dec. 15 
Consol. Cigar pf. ..... Q Dec. 1 Nov. 15 
Derby G. & Elec. pf. “(in ‘.. Q Nov. 1 Oct. 20 
a a eee Q Dec. 1 Nov. 15 
10 $ Acc. Dec. 1 Nov. 15 
NE: III, iosetceresincssvcnenenccare Q Nov. 15 Nov. 5 
10 veasmaubacion ee Q Nov. 15 Nov. 5 
Kast States Power pf. eee Q Nov. 1 Oct. 20 
Elec. Refrigerator .................... > Q Nov. 20 Oct. 29 
TD wisncringcesubtenicctevescsasoscccssasecl ep. Ga ee Oe “Get: 20 
Edison El. Ill. (Brockton)...624%e Q Nov. 1 Oct. 22 
Farmers Loan & Trust ................ 4 Q Nov. 1 Oct. 21 
Fam. Players Cana. C. pf. -...$2 Q Dec. * Oct. 30 
Gobel (A.) Co. pf. ........ $1.16 Nov. 1 Oct. 25 
Genl. Asphalt pf. ................ 1% Q Dec. 1 Nov. 15 
Gen. Outdoor Adv. A ........ $1.00 Q Nov. 15 Nov. 5 
CC) aoe) ae a) le ae ae 
Great Lakes Dr. “& _ Sees 2 @Q@ Nov. 15 Nov. 6 
a ee eee 5 In Nov. 26 Nov. 1% 
SS 2 es 2% SA Nov. 26 Nov. 12 
_) = eee ae 2% SA Nov. 26 Nov. 12 
Greenfield Tap & Die 6% pf.. 1% Q Jan. 3 Dec. 15 
hy Se eee eae Q Jan. 3 Dee. 15 
Hamilton Brown Shoe ............ ‘ie M Nov. 1 Oct. 23 
Hart, Schaffner & Marx ........ 1% Q Nov. 30 Nov. 16 
Hud. River Nav. pf. ........ $$5.33 .. Dec. 31 Dee. .... 
Se ree 75¢ Q Dee. 15 Nov. 26 
Do pf. ptnearivacscecccgcee amy, @& ee. 15 Ne. 26 
Int. Agricul. prior pf. ........ 1% Q Dec. 1 Nov. 15 
Int. Harvester pf. ...............1% Q Dec. 1. Nov. 10 
International Petrol. ............ 25c .. Nov. 15 Nov. 6 
-. Dee Ee OR nsec... 1% Q Dec. 1 Nov. 5 
ina, GE & Gee .....-.ci0--. 25c Q Jan. 17 Dec. 30 
— I coidvccsccescccccusn eee @ Tee. 1 Boe. 35 
eee $1.75 @ Jan. 1 Dec. 15 
Kinney (G. RB.) Co. 91 Q@ Jan. 3 Dec. 23 
NS ccnteaciseusiambueectcicoues $2 Q Dec. 6 Nov. 21 
King City Trust. ..... tee @ Mae BO kcccinn.. 
ET SEE ee 2. a en 
re & Taylor . .....0 Ex Dec. 10 Nov. 17 
oo it S.C... -l1% Q Dec. 1 Nov. 17 
Liggett & M. Tob. ............. 75ec Q Dec. 1 Nov. 15 
Do B 75c Q Dec. 1 Nov. 15 
- “es Gas & Elec A ....48%c Q Dec. 25 Nov. 15 
__ ft {eee 3%c Q Dec. 25 Nov. 30 
mi a NE reac Bae Ge SR OE ces 
Motor Products ................ ‘ . Nov. 1 Oct. 30 
GE ieee a NEE SES ear - Nov. 1 Oct. 30 
National Biscuit ...................... Q Jan. 15 Dec. 31 
Do : Ex Nov. 15 Oct. 29 
-. {ee Q Nov. 30 Nov. 17 
North N. Y. Util. pf. Q Nov. 1 Oct. 15 
Nat. Cloak & Suit pf. Q Dec. 1 Nov. 23 
New Cornelia Copper Q Nov. 22 Nov. 15 
ee | re Q Dec. 15 Nov. 19 
North Am. Cem. pf. Q Nov. 1 Oct. 20 
National Supply Q Nov. 15 Nov. 5 
— & Western Q Dec. 18 Nov. 30 
SE ake $3.00 Ex Dec. 18 Nov. 30 
cule Eee eee © Q Dec. 15 Nov. 15 
Do > Ex Dec. 15 Nov. 15 
Procter & Gamble ................ Q Nov. 25 Oct. 25 
Lk ee Q Nov. 15 Nov. 1 
Pierce, Butler & Pierce pf. Q Nov. 1 Oct. 20 
i eee Q Dec. 1 Nov. 10 
Do Ex Dec. 1 Nov. 10 
Pittsburgh Steel el acsenepiaeee 1% Q Dec. 1 Nov. 15 
sy Iron & S Q Dec. 1 Nov. 15 
eee: Q Jan. 2 Dec. 15 
Rolls-Royce UE  niscniccacnsninnsicnseeee $1.75 Acc. Dec. 1 Nov. 15 
Stewart W. Speedom. ........ $1.50 Q Nov. 15 Oct. 30 
— a ree: $1 Q Nov. 1 Oct. 21 
SE Ore * Q Nov. 1 Oct. 21 
gues Eldorado P. Li Q Jan. 1 Dee. 21 
Do Ex Jan. 1 Dec. 21 
United Ry. & El. * Q Nov. 15 Oct. 30 
Vanadium Corp. Q Nov. 15 Nov. 1 
Do . Ex -Dec. 15 Dec. 1 
Williams Oil-O0-M Q Nov. 15 Nov. 1 
Wilson Co. 7% . In Nov. 15 Nov. 38 
Westchester Fire Ins. ............ 50c Q Nov. 1 Oct. 22 
Do 10c Ex Nov. 1 Oct. 22 
WO HBR vcsenicccscnries 1% Q Dec. 1 Nov..15 
*Payable in participating preferred stock at par 
§For period from March 1 to Oct 1 
+For period from Sept. 1 to Nov. 1. 
{For period eight months ending Dec. 31. 


{For six months ending Oct. 31. 








To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of these listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CurRENT LITERATURE DEPARTMENT. 


THE FINANCIAL Wortp, 53 Park Place, New York, N. Y. 


Manual of Sugar Companies—The seventh annual edition. A 73-page 
handbook for investors in ugar securities is being distributed by a 
well known New York City firm, members New York Stock Ex- 
change. This edition is the most comprehensive so far published by 
this firm, covering 103 sugar producing and refining companies. 
The more important companies are completely described, with sta- 
tistics on production, earnings, dividends over 5 to 7-year periods, 
and a copy of the last issued balance sheet. 

“What Is an Economic Service?”—This booklet describes the various 
methods of collecting the basic data upon which investment de- 
cisions must be based. It is extremely valuable to the keen in- 
vestor and will be gladly sent to you without obligation whatever. 

Record of Investment—A folder (pocket size edition) which enables 
you to record separately each of your security holdings, date of 
purchase, maturities of bonds and notes, shares of stock, cash in- 
vested in each security and other data, such as you wish to refer 
to frequently, may be had upon request. 

Keeping the Investor Informed—By publishing its “Monthly News” a 
prominent firm of investment bankers keeps its clients informed 
of the status of their holdings. The eighty-page pamphlet is worthy 
of careful reading. 

What Bonds Should You Buy?—One of New York’s largest trust 
companies has recently issued an Investment Memorandum, out- 
lining a plan which will enable them intelligently to suggest from 
hundreds of investments those bonds offering distinct advantages 
to you. 

The Formula for Wealth—This booklet contains 12 pages of sound 
advice and is well worth reading. It illustrates in a plain and 
understandable way how wealth and independence can be attained 
by following Jim Forbes’ plan. 


“Ten-Minute Attention’—A New York Stock Exchange firm issues a 
weekly which contains a condensed, but inclusive, summary of 
important events of the week affectin~ the financial and commercial 
world. Busy people will appreciate this efficient way of keeping 
posted with expenditure of very little valuable time. 

“Making Profits in Securities’—An interesting booklet of forty pages 
and of special interest to those buying listed securities. 


A High Income—A circular has been issued by a leading investment 
banking house of Chicago; an analysis of an industrial company, 
whose preferred stock can be obtained to yield 7.60 per cent, the 
current net earnings of which are 4% times the dividend. 


Standard Oil Issues—A house specializing in Standard Oil Securities 
issues a weekly summary pertaining to available information on 
these and other miscellaneous oil securities and will gladly mail 
a copy on request. 


“Power and Light”—This is the title of a booklet recently published 
by one of the oldest investment firms in the United States. It 
covers a number of points on public utility financing and describes 
some of the larger companies in this country. 

Trading Methods—A 24-page booklet issued by a New York Stock 
Exchange house containing a brief explanation of the many differ- 
ent operations pertaining to stock market trading. 

What Every Security Holder Should Have—A New York Stock Ex- 
change house has issued a “Customer’s Securities Record Book” 
which is well worth sending for. 

“Rules for Safe Investment”—Knowledge gained over a long period of 
years makes it possible to determinie whether a given spot in a 
city will have a growth in property value which will be steadily 
increasing. This is only one of the important factors of safety of 
Real Estate Bonds which are explained in this booklet published 
by a well known bond and mortgage company. 

“How to Make Your Money Make More Money”—An interesting book- 
let describing the reasons why so many fail in handling their money, 
and outlining methods that have been used for years by those who 
have been successful in investing, with concrete illustrations and 
specific suggestions. 























It’s Your Investments That Determine It 
This Is How Others Have Made Sure of It s « » 











O tell any man who has had a little ex- 
perience with the stock market that 
there is a sure way to achieve invest- 
ment success is to arouse at once a 
feeling of skepticism. He has seen his 
favorite stocks go down for no apparent reason. He 
has seen others go soaring up, apparently with the 
same lack of logic. Inside information has proved 
unreliable. So-called expert advice has cost him 
money. He is frankly suspicious and unconvinced. 


The Man Must Be Shown 


For 22 years the Brookmire organization has dealt 
with skeptical investors—men who must be shown. 
For 22 years the Brookmire organization has con- 
vinced these men that there 75 a way to achieve 
investment success. It has convinced them in the 
one way possible—by results! It has demonstrated 
to investors that through the Brookmire method of 
investing, higher returns from their money than they 
ever sasoved: possible can be obtained consistently. 


Forces Working Behind The Market 


There are forces constantly working behind the 
market—economic forces over which the investor 
has no control. Control, however, is not necessary, 



































if these forces are understood and foreseen. Brook- 
mire has made this business of foreseeing the effects 
of these fundamental economic forces an accurate 
and ‘established science. Small investors, large in- 
vestors, international bankers, industrial concerns,” 
colleges and universities use the Brookmire Invest- 
ment Service. 


In The Clear Light of Facts 


Brookmire tells its clients what stocks to buy, when to 
buy them, and when to sell. The weekly, fortnightly and 
monthly bulletins sent to all subscribers form only a pari 
of an unusually comprehensive service. All subscribers 
are urged to consult in person or by letter with the 
Brookmire organization on any specific investment question. 
The advice that Brookmire gives is based on facts. The 
lists of stocks that the organization has recommended its 
clients buy have produced most satisfactory profits. 


What This Coupon Will Bring To You 


This coupon will bring you a current set of Brookmire 
Bulletins and all the facts concerning the service. It will 
bring you a complete outline of an investment method 
that will speed you safely and swiftly along the road to 
economic independence and investment success. As it has 
helped others in the past, as it ts helping them today so 
also can the Brookmire Investment Service help you. Re- 
turn this coupon now for a summary of Brookmire Service 
and a specific report on what to do now in securities. No 
obligation is involved. Send the coupon teday. 








I should like to learn more about your Service. Please send 
your latest bulletins, advice on what to do mow and a copy of 
your descriptive booklet. 








BROOKMIRE 


ECONOMIC SERVICE INC. 
570 Seventh Avenue, New York, N. Y. 

















